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PREFATORY NOTE TO THE FIRST EDITION, 

The statutory provisions relating to income-tax are con- 
tained in Parts I and II of this Manual. Part I contains 
the Income-tax Act and the relevant portion of the Finance 
Act, and Part II contains the rules made under the Act. 

Part III contains instructions and notes designed to 
assist income-tax authorities in the determination of ques- 
tions which are bound to arise in assessments under the new 
Act. These instructions and notes have no statutory force 
but income-tax authorities should conduct assessments in 
accordance with them until they are cancelled or amended, 
unless in any particular instance the Income-tax Commis- 
sioner should desire to suspend action on any particular 
instruction pending a representation to the Board of Inland 
Revenue. 

# m # * # 

In the marginal references “ R 55 means a rule in Part 
II, “ S ” a section of the Act in Part I, and "P" a 
paragraph in Part III of the Manual. 

Simla; I G. G. SIM, 

The 10th April 1922. ) Member , Board of Inland Revenue . 
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PART I. 


INCOME-TAX ACT, 1922 
(XI OF 1922). 


INCOME-TAX. 
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ACT No. XI of 1922 , as subsequently amended. 

An Act to consolidate and amend the laiv relating to 
Income-tax and Super-tax. 

Whereas it is expedient to consolidate and amend the 
law relating to Income-tax and Super-tax; It is hereby 
■enacted as follows : — 

1. (I) This Act may be called the Indian Income-tax 

Short title, extent A_Ct 1922 
:and commencement. 5 

(2) It extends to the whole of British India, including p. 1. 
British Baluchistan and the Sonthal Parganas, and applies 
.also, within the dominions of Princes and Chiefs in India 

in alliance with His Majesty, to British subjects in those 
-dominions who are in the service of the Government of 
India or of a local authority established in the exercise of 
the powers of the Governor General in Council in that 
'behalf, and to all other servants of His Majesty in those 
>< dominions. 

( 3 ) It shall come into force on the first day of April, 

1922 . 

2. In this Act, unless there is anything repugnant in 

Definitions. the subject or context, — 

(1) “ agricultural income ” means — P. 2. 

(a) any rent or revenue derived from land which is 

used for agricultural purposes, and is either 
assessed to land-revenue in British India or 
subject to a local rate assessed and collected 
by officers of Government as such ; 

( b ) any income derived from such land by — 

( i ) agriculture, or 

(ii) the performance by a cultivator or receiver 

of rent-in-kind of any process ordinarily 
employed by a cultivator or receiver of rent- 
in-kind to render the produce raised or 
received by him fit to be taken to market, or 

(in) the sale by a cultivator or receiver of rent-in- 
kind of the produce raised or received by 
him, in respect of which no process has 

INCOME-TAX C 
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been performed other than a process of the 
nature described in sub-clause (n) ; 

(c) any income derived from any building owned and 
occupied by the receiver of the rent or revenue 
of any such land, or occupied by the cultiva- 
tor, or the receiver of rent-in-kind, of any 
land with respect to which, or the produce of 
which, any operation mentioned in sub- 
clauses (ii) and (Hi) of clause (b) is carried 
on : 

Provided that the building is on or in the immediate 
vicinity of the land, and is a building 
which the receiver of the rent or revenue or 
the cultivator or the receiver of the rent-in- 
kind by reason of his connection with the 
land, requires as a dwelling-house, or as a 
store-house, or other out-building; 

{£) “ assessee ” means a person by whom Income-tax is 
payable ; 

(3) “ Assistant Commissioner 55 means a person ap- 
pointed to be an Assistant Commissioner of Income-tax 
under section 5 ; 

(4) “ business ” includes any trade, commerce, or manu- 
facture or anv adventure or concern in the nature of trade, 
commerce or manufacture: 

*(4A) “ The Central Board of Revenue ” means the 
Central Board of Revenue constituted under the Central 
Board of Revenue Act, 1924 ; 

(5) “ Commissioner ” means a person appointed to be 
a Commissioner of Income-tax under section 5. 

(6) “ company ” means a company as defined in the 
Indian Companies Act, 1913, or formed in pursuance of 
an Act of Parliament or of Royal Charter or Letters 
Patent, or of an Act of the Legislature of a British posses- viioi 191 a 
sion, and includes any foreign association carrying on 
business in British India whether incorporated or not, and 
whether its principal place of business is situate in British 

India or not, which the t Central Board of Revenue may. 
by general or special order, declare to be a company for the 
purposes of this Act ; 

* This clause was inserted by the Central Board of Revenue Act, 1924 (IV 
of 1924). 

t Amended by the Central Board of Revenue Act, 1924 (IV of 1924). 
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^(8A) : “ firm ”, “ partner 5 5 and “ partnership 55 have 
the same -meanings 'respectively as in the Indian Contract 
ix of 1872. Act, 1872; and " / ■ . 

(7) “ Income-tax Officer ” means a person appointed 
to be an Income-tax Officer under section 5 ; 

(8) “’ Magistrate ’ 5 means a Presidency Magistrate or a 
Magistrate of the first class, or a Magistrate of the second 
'Class specially empowered by the Local Government to try 
offences against this Act; 

(P) “ person ” includes a Hindu undivided family; 

(10) “ prescribed ” means prescribed by rules made 
under this Act; 

(11) “ Previous year ” means— 6. 

(a) the twelve months ending on the 31st day of 

March next preceding the year for which the 
assessment is to be made, or, if the accounts 
of the assessee have been made up to a date 
within the said twelve months in respect of a 
year ending on any date other than the said 
31st day of March, then at the option of the : 
assessee the year ending on the day to which 
.■V.A... , his accounts have so been made up : * 

Provided that, if this option has once been exercised 
by the assessee, it shall not again be exercised 
so as to vary the meaning of the expression 
“ previous year ” as then applicable to such 
assessee except with the consent of the 
Income-tax Officer and upon such conditions 
as he may think fit; or 

(b) in the case of any person, business or company, 

or class of person, business or company, 
such period as may be determined by the Cen- 
tral Board of Revenue or by such authority as 
the Board may authorise in this behalf. 

(12) “ principal officer,” used with reference to a local P. 7, 8. 

authority or a company, or any other public body or anyt 
association, means — . 

(a) the secretary, treasurer, manager or agent of the 
authority, company, body or association, or 

* Inserted by: the Income-tax (Amendment) Act, 1930 (XXI of 1930). 

1 + Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 

c 2 
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(b) an y person connected with the authority, com- 
pany, body or association upon whom the 
Income-tax Officer has served a notice of his 
intention of treating him as the principal 
officer thereof ; 

P. 9. ( 13 ) “ public servant 51 has the same meaning as in the xxvotisca 

Indian Penal Code ; 

P. 10. (H) registered firm 5 means a firm registered under 

R. 2-6. the provisions of section 26 A; 

P. 11. ( 15 ) “ total income ” means total amount of income, 

profits and gains from all sources to which this Act applies 
computed in the manner laid down in section 16 ; and 

P. 10. ' ( 16 ) “ unregistered firm ” means a firm which is not a 

registered firm. 


CHAPTER I. 


Chauge of Income-tax. 


P. 2, 6, 
11 , 12 , 
13, 14, 
15. 


P. 13, 15, 
16. 


3. Where any Act of the Indian Legislature enacts that 

_ , . x income-tax shall be charged for any 

year at any rate or rates applicable 
to the total income of an assessee, tax at the rate or those 
rates shall be charged for that year in accordance with, 
and subject to the provisions of, this Act in respect of all 
income, profits and gains of the previous year of every 
t individual, Hindu undivided fatftily, company, firm and 
other association of individuals, j: 

4. (1) Save as hereinafter provided, this Act shall 

. .. .. . . . apply to all income, profits or gains, as 

described or comprised m section 6, 
from whatever source derived, accruing or arising, or 
received in British India or deemed under the provisions of 


* Amended by the Income-tax (Amendment) Act, 1930 (XXI of 1930). 
t Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
t Note. — The amendments made in Sections 3, 55 and 56 of the Act by 
the Indian Income-tax (Amendment) Act, 1924 (XI of 1924) shall have effect 
as if they had been made on the first day of April 1923, and income-tax and 
super-tax shall be deemed to have been chargeable for the year commencing 
on that date and to be chargeable for the year commencing on the first day 
of April, 1924, at the rate or rates applicable for those years to the total 
income of an individual, in respect of the income, profits and gains and of 
the ' total income, respectively, of every Association of individuals for which 
no rate of tax has been otherwise laid down by law. 
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this Act to accrue, or arise, or to be received in British 
India. 

( 3 ) Profits and gains of a business accruing or arising 
•without British India to a person resident in British 
India* shall, if they are received in or brought into 
British India, be deemed to have accrued or arisen in 
British India and to be profits and gains of the year in 
which they are so received or brought , notwithstanding 
the fact that they did not so accrue or arise in that year, 
provided that they are so received or brought in within 
three years of the end of the year in which they accrued or 
arose. 


j Explanation . — Profits or gains accruing or arising 
without British India shall not be deemed to be received or 
brought into British India within the meaning of this sub- 
section by reason only of the fact that they are taken into 
account in the balance sheet prepared in British India. 


( 3 ) This Act shall not apply to the following classes of P. 17» 22, 
income : — 61. 


IX of 1897. 


(i) Any income derived from property held under P. 19. 
trust or other legal obligation wholly for re- 
ligious or charitable purposes, and in the case 
of property so held in part only for such pur- 
poses, the income applied, or finally set apart 
for application, thereto. 

(n) Any income of a religious or charitable institu- P. 19. 
tion derived from voluntary contributions 
and applicable solely to religious or charitable 
purposes. 

(Hi) The income of local authorities. 

(iv) Interest on securities which are held by, or are P. 20, 21. 
the property of, any Provident Fund to which 
the Provident .Funds Act, 1897, applies,! * 

(v) Any capital sum received in commutation of p, 20. 
the whole or a portion of a pension, or in the 
nature of consolidated compensation for 
death or injuries, or in payment of any 
insurance policy, or as the accumulated 

* Amended by the Income-tax (Further Amendment) Act, 1923 (XXVII 
of 1923). 

t Repealed by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
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F< 22« 


P. 23. 


P. 2. 

P. 20A. 


balance at the credit of a subscriber to any 
such Provident Pund. 

(m) Any special allowance, benefit or perquisite 
specifically granted to meet expenses wholly 
and necessarily incurred in the performance 
of the duties of an office or employment of 
profit. 

(mi) Any receipts not being receipts arising from 
business or the exercise of a profession, voca- 
tion or occupation, which are of a casual 
and non-recurring nature, or are not by way 
of addition to the remuneration of an 
employ 6. 

(viii) Agricultural income. 

*(iw) Any income received by trustees on behalf of a 
recognised provident fund as defined in 
clause (a) of section 58 A. 


In this sub-section “ charitable purpose” includes re- 
lief of the poor, education, medical relief, and the advance- 
ment of any other object of general public utility. 


CHAPTER II. 


P. 24. 


Income-tax Authorities. 


5. (1) There shall be the following classes of Income- 
tax authorities for the purposes of this 
Act, namely : — 


Income-tax authorities. 


(а) the Central Board of Revenue, 

(б) Commissioners of Income-tax, 

(c) Assistant Commissioners of Income-tax, and 
(i d ) Income-tax Officers. 


|(5) There shall be a Commissioner of Income-tax for 
each province who shall be appointed by the Governor 
•General in Council. 


* Inserted by the Income-tax (Provident Funds Relief) Act, 1929 (XII of 
1929). 

t Repealed by the Central Board of Revenue Act. 1924 (IV of 1924). 

X Amended by the Income-tax (Amendment) Act, 1928 (XVI of 1928). 
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( 4 ) Assistant Commissioners, of Income-tax and 
Income-tax Officers shall, subject to the control of the Gov- 
ernor General in Council, be appointed by the Commissioner 
of Income-tax by order in writing. They shall perform 
their functions in respect of such classes of persons and 
such classes of income and in respect of such areas as the 
Commissioner of Income-tax may direct. The Com- 
missioner may, by general or special order in writing, 
direct that the powers conferred on the Income-tax Officer 
and the Assistant Commissioner by or under this Act shall, 
in respect of any specified case or class of cases, be exer- 
cised by the Assistant Commissioner and the Commissioner, 
respectively, and, for the purposes of any case in respect, 
of which such order applies, references in this Act or in 
any rules made hereunder to the Income-tax Officer and the 
Assistant Commissioner shall he deemed to be references 
to the Assistant Commissioner and the Commissioner, 
respectively. ■* 

(5) The Central Board of Revenue may, by notification 
in the Gazette of India, appoint Commissioners of Income- 
tax, Assistant Commissioners of Income-tax and Income- 
tax Officers to perform such functions in respect of such 
classes of persons or such classes of income, and for such 
area, as may be specified in the notification, and thereupon 
the functions so specified shall cease, within the specified 
area, to be performed, in respect of the specified classes of 
persons or classes of income, by the authorities appointed 
under sub-sections (-3) and ( 4 )- 

(6) Assistant Commissioners of Income-tax and Income- 
tax Officers appointed under sub-section ( 4 ) shall, for the 
purposes of this Act, be subordinate to the Commissioner 
of Income-tax appointed under sub-section (-5) for the pro- 
vince in which they perform tlieir functions. 


CHAPTER III. 


Taxable Income. 

6. Save as otherwise provided by this Act, the follow- P. 13 
ing heads of income, profits and gains, 

Heads- of. income shall be chargeable to income-tax in 

chargeable to income- i -nj. 

tax. : the manner hereinafter appearing, 

namely:— 

. (i) Salaries. 
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(ii) Interest on securities. 
(Hi) Property. 

(iv) Business. 

(v) Professional earnings. 

(vi) Other sources. 


. 22, 28, 
25. 


7. (1) The tax shall be payable by an assessee under the 
e . . head “ Salaries ” in respect of any 

salary or wages, any annuity, pension 
or gratuity, and any fees, commissions, perquisites or 
profits received by him in lieu of, or in addition to, any 
salary or wages, which are paid by or on behalf of Govern- 
ment, a local authority, a company, or any other public 
body or association, or by or on behalf of any private 
employer : 


* Explanation . — The right of a person to occupy free 
of rent as a place of residence any premises provided by 
his employer is a perquisite for the purposes of this sub- 
section. 


P. 11, 56. Provided that the tax shall not be payable in respect of 
any sum deducted under the authority of Government from 
the salary of any individual for the purpose of securing to 
him a deferred annuity or of making provision for his wife 
or children, provided that the sum so deducted shall not 
exceed one-sixth of the salary. 

P. 1, 15, (2) Any income which would be chargeable under this 

26. head if paid in British India shall be deemed to be so 
chargeable if paid to a British subject or any servant of 
His Majesty in any part of India by Government or by a 
local authority established by the Governor General in 
Council. 


Pc 16, 28. 


P. 11. 


8. The tax shall be payable by an assessee under the 
T , . x . head “Interest on securities” in re- 

spect of the interest receivable by him on 
any security of the Government of India or of a Local 
Government, or on debentures or other securities for money 
issued by or on behalf of a local authority or a company : 


Provided that no income-tax shall be payable on the in- 
terest receivable on any security of the Government of India 
issued or declared to be income-tax free : 


* Inserted by tbe Income-tax (Amendment) Act, 1923 (XV of 1923). 



Provided, further, that the income-tax payable on the - - - 
interest receivable on any security of a Local Government 
issued income-tax free shall be payable by that Local Gov- 
ernment. 

9. (l) The tax shall be payable by an assessee under the P. 29, 31, 
head '‘Property” in respect of the 32. 
roperty. toa fide annual value of property con- 
sisting of any buildings or lands appurtenant thereto of 
which he is the owner, other than such portions of such 
property as he may occupy for the purposes of his business, 
subject to the .following allowances, namely : 

(i) where the property is in the occupation of the P. 31. 

owner, or where it is let to a tenant and the 
owner has undertaken to bear the cost of 
repairs, a sum equal to one-sixth of such 
value; 

(ii) where the property is in the occupation of a p. 32 „ 

tenant who has undertaken to bear the cost 
of repairs, the difference between such value 
and the rent paid by the tenant up to but not 
exceeding one sixth of such value; 

(Hi) the amount of any annual premium paid to in- p, 33, 
sure the property against risk of damage or 
destruction; 

(iv) where the property is subject to a mortgage or 

charge or to a ground rent, the amount of any 
interest on such mortgage or charge or of any 
such ground rent; 

(v) any sums paid on account of land-revenue in P.53. 

respect of the property. 

(m) in respect of collection charges, a sum not ex- p. 34 ^ 
ceeding the prescribed maximum; R. 7 .* 

(mi) in respect of vacancies, such sum as the Income- p.*34A 
tax Officer may determine haying regard to * 35 ^ s 
the circumstances of the case : 


?.33-A 


Provided that the aggregate of the allowances made p. 36 # 
under this sub-section shall in no case exceed the annual 
value. 

(2) For the purposes of this section, the expression p. 30. 
“ annual value ’’ shall be deemed to mean the sum for 
which the property might reasonably be expected to let 
from year to year : 
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P. 37, 39, 
51. 


P. 30. Provided that, where the property is in the occupation 

of the owner for the purposes of his own residence, such 
sum shall, for the purposes of this section, be deemed not 
to exceed ten per cent, of the total income of the owner. 

P. 37, 39, 10. (2) The tax shall be payable by an assessee under 

51. the head “ Business ” in respect of the 

Business. profits or gains of any business carried 
on by him. 

P. 37, 40, ( 2 ) Such profits or gains shall be computed after mak- 

41. ing the following allowances, namely : — 

(i) any rent paid for the premises in which such 
business is carried on provided that when 
any substantial part of the premises is used 
as a dwelling-house by the assessee, the allow- 
ance under this clause shall be such sum as 
the Income-tax Officer may determine having 
regard to the proportional part so used; 


P. 43. 


P.44. 


P.45. 


(u) in respect of repairs, where the assessee is the 
tenant only of the premises, and has under- 
taken to bear the cost of such repairs, the 
amount paid on account thereof, provided 
that, if any substantial part of the premises 
is used by the assessee as a dwelling-house, a 
proportional part only of such amount shall 
be allowed; 

(in) in respect of capital borrowed for the purposes 
of the business, where the payment of interest 
thereon is not in any way dependent on the 
earning of profits, the amount of the interest 
paid; 

Explanation . — Recurring subscriptions paid perio- 
dically by shareholders or subscribers in such' 
Mutual Benefit Societies as may be prescribed, 
shall be deemed to be capital borrowed with- 
in the meaning of this clause; 

(iv) in respect of insurance against risk of damage 
or destruction of buildings, machinery, plant', 
furniture, stocks or stores, used for the 
purposes of the business, the amount of any 
premium paid ; 
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(v) in respect of current repairs to such, buildings, P. 43. 
machinery, plant, or furniture, the amount 
paid on account thereof ; 

(m) in respect of depreciation of such buildings, p. 46. 
machinery, plant, or furniture being the 
property of the assessee, a sum equivalent to 
: ; ■ ■ • ’ such percentage on the original cost thereof 

to the assessee as may in any case dr class of 8 - 9 / 

' cases be prescribed : 

Provided that — , - 

(a) the prescribed . particulars ’ have ' been duly 

/ v : - ; ’ rs ' / ;i - . furnished; 

(b) where full effect r pannpt”be given to any such 

allowance in any year owing . to there being 
no profits or gains chargeable, for that year, 

, \ ; or owing to. the profits or gains chargeable 

//V. being less than the allowance, the allowance 
or part of the allowance to which effect has 
not been given, as the case may be, shall be 
• ' • added to the amount of the allowance for 
depreciation for the following year and 
deemed to be part of that allowance, or, if 
■ there is no such allowance for that year, be { 

.'•••/ deemed to be the allowance for that year, and 
; so on for succeeding years; and 

(c) the aggregate of all such allowances made under 
.••'■.v this Act or any Act repealed hereby, or 

n of 1886 . : : under the Indian Income-tax Act, 1886, 

' shall, in no case, exceed the original cost to 
the assessee of the buildings, machinery, 
plant, or furniture, as the case may be ; ,yy ; r 

(vii) in respect of any machinery or plant which, in P. 47. 

. ; consequence of its having become obsolete,- 

has been sold or ^discarded, the difference 
between the original cost to the assessee of , = , M 
the machinery or plant .as reduced by the 
aggregate of the allowances made in respect 
of depreciation under clause (vi), or any Act 
repealed hereby, or the Indian Income-tax 

Hof 1880 . Act, 1886, and the amount for which the 

machinery or plant is actually spld, or its 
scrap value; 
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P. 47A, 

P. 48, 53. 

P. 48A. 

P.40,49, 

51. 

P. 37. 

P.37. 


*(viia) in respect of animals which have been used for 
the purposes of the business otherwise than 
as stock in trade and have died or become 
permanently useless for such purposes, the 
difference between the original cost to the as- 
sessee of the animals and the amount, if any, 
realised in respect of the carcasses or animals; 
(viii) any sums paid on account of land-revenue, local . 
rates or municipal taxes in respect of such 
part of the premises as is used for the pur- 
poses of the business; 

t (viiia) any sum paid to an employee as bonus or com- 
mission for services rendered, where such 
sum would not have been payable to him as 
profits or dividend if it had not been paid as 
bonus or commission : 

Provided that the amount of the bonus or commission 
is of a reasonable amount with reference to — 

(a) the pay of the employee and the conditions of 

his service; 

(b) the profits of the business for the year in 

question; and 

(c) the general practice in similar businesses; 

(w) any expenditure (not being in the nature of 

capital expenditure) incurred solely for the 
purpose of earning such profits or gains : 

^Provided that nothing in clause (viii) or clause (vv) 
shall be deemed to authorise the allowance of any sum paid 
on account of any cess, rate or tax levied on the profits or 
gains of any business or assessed at a proportion of or 
otherwise on the basis of any such profits or gains. 

(3) In sub-section (2), the word "paid” means 
actually paid or incurred according to the method of ac- 
counting upon the basis of which the profits or gains are 
computed under this section. 

11. ( 1 ) The tax shall be payable by an assesses under 
„ . . . . the head " Professional earnings ” in 

respect of the profits or gains of any pro* 
fession or vocation followed by him. 

* Inserted by tbe Income-tax (Amendment) Act, 1928 (III of 1928). 

t Inserted by the Indian Income-tax (Third Amendment) Act, 1930 (XXIII 
of 1930). 

t Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928), 
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(2) Such profits or gains shall be computed after mak- P. 51A, 
ing allowance for any expenditure (not being in the nature 53. 
of capital expenditure) incurred solely for the purposes of 
such profession or vocation, provided that no allowance 
shall be made on account of any personal expenses of the 
assessee. 


( 3 ) Professional fees paid in any part of India to a P. 15. 
person ordinarily resident in British India shall be deemed 
to be profits or gains chargeable under this head. 


12. (2) The tax shall be payable by an assessee under P. 29. 
' the head “ Other sources ” in respect of 

income, profits and gams ot every kind 
and from every source to which this Act applies (if not 
included under any of the preceding heads). 


{. 2) Such income, profits and gains shall be computed P* 52, 53. 
after making allowance for any; expenditure (not being in 
the nature of capital expenditure) incurred solely for the 
purpose Of making or earning such income, profits, or gains, 
provided that no allowance shall be made on account of any 
personal expenses of the assessee'. 


13. Income, profits and gains shall be computed, for the P* 37, 38, 
„ ,, . , -. .. purposes, of sections 10, 11 and 12, in 50. 

accordance with the method of account- 
ing regularly employed by the assessee : 

Provided that, if no method of accounting has been re- 
gularly employed, or if the method employed is such that, 
in the opinion of the Income-tax Officer, the income; profits 
and gains cannot properly be deduced therefrom, then the 
computation shall be made upon such basis and in such ; 
manner as the Income-tax Officer may determine. 


14. (1) The tax shall not be payable by an assessee in P.11, 54. 
Exemptions of a respect of any sum which he receives as a 
general nature. member of a Hindu undivided family. 

(2) The tax shall not be payable by an assessee in 
respect of— 


(а) any sum which he receives by way of dividends 

as a shareholder in a company where the 
profits or gains of the company have been as- 
sessed to income-tax; or 

(б) such an amount of the profits or gains of any P. 10, 55. 

firm which have been assessed to income-tax 
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P. 55A. 

P. 11, 56. 


P. 11. 

P. 20 A. 
P, 11. 

P. 57, 63. 
P. 11, a 58. 


as is proportionate to his share in the firm 
*at the time of such assessment ; or 

f (c) any sum which he receives as his share of the 
profits or gains of an association of indivi- 
duals, other than a Hindu undivided family, 
company or firm, where such profits or gains • 
have been assessed to income-tax. 

15. (1) The tax shall not be payable by an assessee in 

respect of any stuns paid by him to effect 
cafe'T&sJrancS 6 a . n insurance on his own life or on the 

life of his wife.' or in respect of a con- 
tract for a deferred annuity on his own life or on the life 
of his wife, or as a contribution to any Provident Fund, to 
which the Provident Funds Act, 1897, applies. iXofi897 

l ^ ipi & 

(2) Where the assessee is a Hindu undivided family, 
there shall be exempted under sub-section (1) any sums paid 
to effect an insurance on the life of any male member of the 
family or of the wife of any such member. 

(3) The aggregate of any sums exempted under this 
section shall not, together with any sums exempted under 
the proviso to sub-section (1) of section 7, land any sums 
exempted under sub-section (1) of section 5SF exceed one- 
sixth of the total income of the, assessee. 

16. ( 1 ) In computing the total income of an assessee 

sums exempted under the proviso to sub- 
Exemptions and ex- section (1) of section 7, the provisos to 
the total income. section 8, sub-section (2) of section 14 

and section 15, .shall be included. 

(2) For the purposes of sub-section ( 1 ), any sum men- 
tioned in clause (a) of sub-section (2) of section 14 shall- be 
increased by the amount of income-tax payable by the com- 
pany in respect of the dividend received. 

17. Where owing to the fact that the total income of 
Reduction of tax an y assessee has reached or exceeded a 

when margin above a certain limit he is liable to pay income- 
certain limit is small. tax or to p a y income-tax at a higher rate, 

the amount of income-tax payable by him shall, where 

* Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928). 

t Inserted by the Income-tax (Amendment) Act, 1930 (XXII of 1930). 

1 Repealed by the Income-tax (Amendment) Act, 1924 (XI of 1924). 

X Inserted by the Income-tax (Provident Funds Relief) Act, 1929 (XII 
of 1929). 
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necessary, be reduced so as not to exceed the aggregate of 
the following amounts, namely : — 

(a) the amount which would have been payable if 

his total income had been a sum less by one 
rupee than that limit, and 

(b) the amount by which his total income exceeds 

that sum. 


CHAPTER IY. 

Deductions and Assessment. 

18. (2) Income-tax shall, unless otherwise prescribed P. 59. 
in the case of any security of the Gov- 
tion a a™sourcZ v uc ’ ernment of India, be leviable in advance 

by deduction at the time of payment in 
respect of income chargeable under the following heads : — 

(i) “ Salaries and /. 

(ii) Cf Interest on securities.” J{ 

(£) Any person responsible for paying any income p t 25, 56, 
chargeable under the head “ Salaries ” shall, at the time 60. * 
of payment, deduct income-tax on the amount payable at 
the rate applicable to the estimated income of the assessee 
under this head : 

Provided that such person may, at the time of making 
any deduction, increase or reduce the amount to be deduc- 
ted under this sub-section for the purpose of adjusting any 
excess or deficiency arising out of any previous deduction y : ; 
or failure to deduct. 

*(£a) Notwithstanding anything hereinbefore con- 
tained, for the purpose of making the deduction under 
sub-section (2), there shall be included in the amount 
payable any income chargeable under the head ‘ Salaries’ 
which is payable to the assessee out of India by or on behalf _ 
of Government, and the value in rupees of such income 
shall be calculated at the prescribed rate of exchange. p*59 

(3) The person responsible for paying any income p gg gg 
chargeable under the head ! • Interest on securities ’ ’ shall, ’ 9 

at the time of payment, deduct income-tax on the amount 
of the interest payable at the maximum rate. : 

Inserted by the Income-tax (Second Amendment) Act, 1925 (XVI of 
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P. 57. 
P. 59. 


R. 10-12. 
P. 59. 

P. 61, 92. 
R. 13. 

P. 59. 

R. 42, 43. 
P. 68. 


( 4 ) All sums deducted in accordance with the provisions; 
of this section shall, for the purpose of computing the in- 
come of an assessee, be deemed to be income received. 

( 5 ) Any deduction made in accordance with the provi- 
sions of this section shall be treated as a payment of income- 
tax on behalf of the person from whose income the deduc- 
tion was made, or of the owner of the security, as the case 
may be, and credit shall be given to him therefor in the 
assessment, if any, made for the following year under this 
Act : 

Provided that, if such person or such owner obtains, in 
accordance with the provisions of this Act, a refund of any 
portion of the tax so deducted, no credit shall be given for 
the amount of such refund. 

( 6 ) All sums deducted in accordance with the provi- 
sions of this section shall be paid within the prescribed 
time by the person making the deduction to the credit of 
the Government of India, or as the Central Board of 
Revenue directs. 

(7) If any such person does not deduct and pay the tax 
as required by this section, he shall, without prejudice to 
any other consequences which he may incur, be deemed to 
be personally in default in respect of the tax. 

( 8 ) The power to ley) 1 ' by deduction under this section 
shall be without prejudice to any other mode of recovery. 

( 9 ) Every person deducting income-tax in accordance 
with the provisions of sub-section (5) shall, at the time of 
payment of interest, furnish to the person to whom the 
interest is paid a certificate to the effect that income-tax 
has been deducted, and specifying the amount so deducted, 
the rate at which the tax has been deducted, and such other 
particulars as may be prescribed. 

19. In the case of income chargeable under any other 
Payment in other heads than those mentioned in sub-sec- 
cascs - _ tion ( 1 ) of section 18, and in any case 

where income-tax has not been deducted in accordance with 
the provisions of that section, the tax shall be payable by 
the assessee direct. 

*19A. The principal officer of every company shall, on 
Supply of informa- or before the 15th day of June in each 
dond rcgarding divi * year, furnish to the prescribed officer a 

return in the prescribed form and veri- 


* Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1926). 



fied in the prescribed manner of the names and of the 
addresses j as entered in the register of shareholders main- 
tained by the company, of the shareholders to whom a 
dividend or aggregate dividends exceeding such amount as 
may be prescribed in this behalf has or have been distribut- 
ed during the preceding year and of the amount so dis- 
tributed to each such shareholder. 

20 . The principal officer of every company shall, at the P. 63 , 92 . 
Certificate by com- time of distribution of dividends,, fur- 
pany to shareholders nisli to every person receiving a dividend 
receiving dividends. a certificate to the effect that the com- 
pany has paid or will pay income-tax on the profits which 
are being distributed, and specifying such other particulars r 
as may be prescribed. 


21. The prescribed person in the case of every Govern- R. 15. 

. : ' t ment office, and the principal officer or P. 8, 64. 

Annual return. mi n 

the prescribed person m the case oi every 
local authority, company or other public body or associa- 
te n, and, every private employer shall prepare, and, 
within thirty days from the 31st day of March in each year, 
deliver or cause to be delivered to the Income-tax Officer in R, 17. 
the prescribed form, a return in writing showing — 


(a) the name and, so far as it is known, the address, 

of every person who was receiving on the said 
31st day of March, or has received during the 
year ending on that date, from the authority, 
company, body, association or private em- 
ployer, as the case may be, any income jj, yg e 
chargeable under the head “ Salaries ” of 
such amount as may be prescribed; 

(b) the amount of the income so received by each 

such person, and the time or times at which 
the same was paid ; 

(c) the amount deducted in respect of income-tax 

from the income of each such person. 


22. (2) The Principal officer of every company shall p # yy j g 5 s 
. ■ . prepare, and, on or before the fifteenth ny 68. 

day of June m each year, furnish to the 
Income-tax Officer a return, in the prescribed form and 
verified in the prescribed manner, of the total income of the 
company during the previous year : R. 18. 
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Provided that the Income-tax Officer may, in his dis- 
cretion, extend the date for the delivery of the return in 
the case of any company or class of companies. 

P. 11, 66, ( 2 ) In the case of any person other than a company 

67, whose total income is, in the Income-tax Officer’s opinion, 
of such an amount as to render such person liable to income- 
tax, the Income-tax Officer shall serve a notice upon him 
requiring him to furnish, within such period, not being less 
than thirty days as may be specified in the notice, a return 

R-. 19. in the prescribed form and verified in the prescribed manner 
setting forth (along with such other particulars as may be 
provided for in the notice) his total income during the pre- 
vious j'ear. 

P, 67. (5) If any person has not furnished a return within the 

time allowed by or under sub-section ( 1 ) or sub-section ( 2 ), 
or having furnished a return under either of those sub- 
sections, discovers any omission or wrong statement therein, 
he may furnish a return or a revised return, as the case may 
be, at any time before the assessment is made, and any re- 
turn so made shall be deemed to be a return made in due 
time under this section. 

P. 69 87. (4) The Income-tax Officer may serve on the principal 

* * officer of any company or on any person upon whom a notice 

has been served under sub-section ( 2 ) a notice requiring 
him, on a date to be therein specified, to produce, or cause 
to be produced, such accounts or documents as the Income- 
tax Officer may require : 

Provided that the Income-tax Officer shall not require 
the production of any accounts relating to a period more 
than three years prior to the previous year. 

P.11,76, 23. (2) If the Income-tax Officer is satisfied that a 

91. . return made under section 22 is correct 

, and complete, he shall assess the total 

income of the assessee, and shall determine the sum payable 
by him on the basis of such return. 

P. 70, 71, { 2 ) If the Income-tax Officer has reason to believe that 

a return made under section 22 is incorrect or incomplete 
he shall serve on the person who made the return a notice 
requiring him, on a date to be therein specified, either to 
attend at the Income-tax Officer's office or to produce, or 
to cause to be there produced, any evidence on which such 
person may rely in support of the return. 
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(3) . On the day specified in -the notice issued under sub- P. 11. 
section (2), or as soon afterwards as may be, the Income-tax 
Officer, after hearing such evidence as such person may 
produce and such other evidence as the Income-tax Officer 

may require, on specified points, shall, by an order in writ- 
ing, assess the .total income of the assessee, and determine 
the sum payable by him on the basis of such assessment. 

(4) If the principal officer of any company or any other P. 89,70. 
person fails to make a return under sub-section ( 1 ) or sub- 
section (2) of section 22, as the case may be, or fails to 
comply with all the terms of a notice issued under sub- 
section (4) of the same section or, having made a return, 

fails to comply with all the terms of a notice issued under 
sub-section (2) of this section, the Income-tax Officer shall 
make the assessment to the best of his judgment * and, in 
tlie case of a registered firm, may cancel its registration. 

"-Provided that the registration of a firm shall not be . 
cancelled until fourteen days have elapsed from, the issue 
of a notice by the Income-tax Officer to the firm intimating 
his intention to cancel its registration. 

*23 A. (l) Where the Income-tax Officer is satisfied P. 55A. 
that any firm or other association of 
.Power to assess in- individuals carrying on any business, 

irtSf firms? associa- ot ^ er than a Hindu undivided family or 
tions : and companies, a company, is under the control of one 

member thereof, and' that such firm or 
association has been formed or is being used for the purpose 
of evading or reducing the liability to tax of any member 
therof, he -may, with the previous approval of the 
Assistant Commissioner, pass an order that the sum payable 
as income-tax by ; the firm or association shall not be deter- 
mined, and thereupon the share of each member in the pro- 
fits and gains of the firm or association shall be included 
in his total income for the purpose of his assessment 
thereon. .... 

Enplaiiation.— A member of a firm or association who 
owns the whole or the major portion of the capital of the 
firm or association shall not by reason only of that fact be 
deemed to control the firm or association. 

(2) Where the Income-tax Officer is satisfied that a 
company is under the control of not more than five of its 

* Inserted by the Income-tax (Amendment) Act, 1930 (XXI of 1930). 
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members and that its profits and gains are allowed 
to accumulate beyond its reasonable needs, existing and 
contingent, having regard to the maintenance and develop- 
ment of .its business, without being distributed to the 
members, or that a reasonable part of its profits and gains, 
having regard to the said needs, has not been distributed 
to its members in such manner as to render the amount 
distributed liable to be included in their total income, and 
that such accumulation or failure to distribute is for the 
purpose of preventing the imposition of tax upon any of 
the members in respect of their shares in the profits and 
gains so accumulated or not distributed, the Income-tax 
Officer may, with the previous approval of the Assistant 
Commissioner, pass an order that the sum payable as 
income-tax by the company shall not be determined, and 
thereupon the proportionate share of each member in the 
profits and gains of the company, whether such profits and 
gains have been distributed to the members or not, shall be 
included in the total income of such member for the purpose 
of his assessment thereon : 

Provided that this sub-section shall not apply to any 
company which is a subsidiary company or in which the 
public are substantially interested. 

Explanation . — For the purpose of this sub-section, — 

(a) a company shall be deemed to be a subsidiary 

company if, by reason of the beneficial owner- 
ship of shares therein, the control of the 
company is in the hands of a company not 
being a company to which the provisions of 
this sub-section apply or of two or more com- 
panies none of which is a -company to which 
those provisions apply; 

(b) a company shall be deemed to be a company in 

which the public are substantially interested 
if shares of the company (not being shares 
entitled to a fixed rate of dividend, whether 
with or without a further right to partici- 
pate in profits) carrying not less than twenty- 
five per cent, of the voting power have been 
allotted unconditionally to, or acquired, un- 
conditionally by, and are at the end of the 
previous year beneficially held by, the public 
(not including a company to which the provi- 
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V.V sions of this sub-section apply) and if any 

such shares have in the course of such 
previous year been the subject of dealings in 
any stock exchange in British India or are in 
fact freely transferable by the holders to 
other members of the public; 

(c) unless the contrary is proved, a company shall be 

deemed to be under the control of any persons 
where the majority of the voting power or 
shares is in the hands of those persons or of 
relatives or nominees of those persons; 

(d) “nominee” means a person who may be 

required to exercise his voting power on the 
directions of, or holds shares directly or 
indirectly on behalf of > another person. 

(3) The Assistant Commissioner shall not give his 
approval to any order proposed to be passed by the Income- 

tax Officer under this section until he has given the firm, • r * 
association or. Compaq concerned an opportunity of being ' 
heard. . .. .. - 

(4) (i) Where any member of a firm or association of P. 91. 
individuals, makes default in the payment of tax on his 
share of profits and gains which has been included in his 
total income under the provisions of sub-section (1), such 

tax may be recovered from the firm or association, as the 
case may be. ;.<• •. • 

(u) Where the proportionate share of any member of a 
company in the undistributed profits and gains of the com- 
pany has been included ip his total income under the provi- 
sions of sub-section (2), the tax payable in respect thereof 
shall be recoverable from the company and may be recovered 
from such member, if there are not sufficient funds in the 
hands of the company to pay the tax, or if the winding up 
pf the company has commenced. , - . 

(Hi) Where tax is recoverable from a company, firm or 
other association under this sub-section, 'a notice of demand 
shall be served upon it in the prescribed form showing the .K : 
sum so payable, and such company, firm or association shall 
be deemed to be thq assessee in respect of such sum, for the 
purposes of Chapter VI. J 

(5) Where tax has been paid in respect of any undistri- 
buted profits and gains of a company under this section, and 
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such profits and gains are subsequently distributed in any 
year, the proportionate share therein of any member of the 
company shall be excluded in computing his total income of 
that year. 

P.36, 72. 24. (2) Where any assessee sustains a loss of profits or 

Set-off of loss in g ainS in an 3' }’ ear mlder an ) T of tlle heads 

computing aggregate mentioned in section 6, he shall be en- 
mcomo ‘ titled to have the amount of the loss set- 

off against his income, profits or gains under any other 
head in that year. 

(2) Where the assessee is a registered firm, • and the 
loss sustained cannot wholly be set-off under sub-section (2), 
any member of such firm shall be entitled to have set-off 
against any income, profits or gains of the year in which 
the loss was sustained in respect of which' the tax is payable 
bv him such amount of the loss not already set-off as is 

t, 4 

proportionate to his share in the firm. 


P.14, 74. 25. (2) Where any business, jmofession or vocation J on 

Assessment in case wJlick in COMe-tCLX WOS HOt at amj time 

of discontinued busi- charged under the 'provisions of the 
- " n * ss ' _ Indian Income-tax Act, 1918 . is discon- 

tinued in any year, an assessment may be made in that year 
on the basis of the income, profits or gains of the period 
between the end of < the previous )~ear and the date of such 
discontinuance in addition to the assessment, if any. made 
on the basis of the income, profits or gains of the previous 
year. 


P. 74. (£) Any person discontinuing any such business, pro- 

fession or vocation shall give" to the Income-tax Officer 
notice of such discontinuance within fifteen da}*s thereof, 
and, where any person fails to give the notice required by 
this sub-section, the Income-tax Officer may direct that a 
sum shall be recovered from him by way of penalty not 
exceeding the amount of tax subsequently assessed on him 
in respect of any income, profits or gains of the business, 
profession or vocation up to the date of its discontinuance. 

P. 14, 74. ( 3 ) Where any business, profession or vocation ^ * 

on which tax was at any time charged under the provi- 
sions of the Indian Income-tax Act, 1918, is discontinued vi of 1918. 
no tax shall be payable in respect of the income, profits and 


* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924) . 
5 Repealed by the Income-tax (Amendment) Act, 1924 (XI of 1924). 



gains of the period between the end of the previous year 
and the date of such discontinuance, and the assessee may 
further claim that the income, profits and gains of the 
previous year shall be deemed to have been the income, 
profits ; and gains of the said period- Where any [such 
claim is made, an assessment shall be made on the basis of 
the income, profits and gains of the said period, and if an 
amount of tax has already been paid in respect of the in- 
come, profits and gains of the previous year exceeding the 
amount payable on the basis of such assessment, a refund 
shall be given of the difference . 

(4) Where an assessment is to be made under sub-section 
( 1 ) or sub-section (5), the Income-tax Officer may serve on 
the person whose income, profits and gains are to be asses- 
sed, or, in the case of a firm, on any person who was a mem- . 
her of such firm at the time of its discontinuance, or, in the 
case of a company, on the principal officer thereof, a notice 
containing all or any of the requirements which may be 
included in a notice under sub-section (2) of section 22, and 
the provisions of this Act shall, so far as may be, apply 
-accordingly as if the notice were a notice issued under that 
:sub-section- 

*25 A. (1) Where, at the time of making an assessment P. 54 
' Assessment after under section 23, it is claimed by or on 
•partition of a Hindu behalf of any member of a Hindu family 
undivided family. hitherto t assessed as undivided that a 

partition has taken place among the members of such family, 
the Income-tax Officer shall make such inquiry thereinto as 
he may thinks fit, and if he is satisfied that a separation of 
the members of the family has taken place and that the joint 
family property has been partitioned among the various 
members or groups of members in definite portions! he shall 
record an order to that effect : 

Provided that no such order (shall be recorded until 
notices of the inquiry have been served on all the members 
•of the family. 

(2) Where such an order has been passed, the Income- 
tax Officer shall make an assessment of the total income 
received by or on behalf of the joint family as such, as if 
no separation or partition had taken place, and each 

’ Inserted by the Income-tax (Amendment) Act, 1928 (HE of 1928) . ^ 

+ Inserted by the Income-tax, (Second Amendment) Act, 1930 (XXII of 
1930). ' 
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member or groun of members shall in addition to any in- 
come-tax for which he or it may be separately liable and 
notwithstanding anything contained in sub-section (2) of 
section 14, be liable for a share of the tax on the income 
so assessed according to the portion of the joint family 
property allotted to him or it ; 

and the Income-tax Officer shall make assessments 
accordingly on the various members and groups of members 
in accordance with the provisions of section 23 : 

Provided that all the separated members and groups of 
members shall be liable jointly and severally for the tax 
assessed on the total income received by or on behalf of the 
joint family as such. 

*(S) Where such an order has not been passed in respect 
of a Hindu family hitherto assessed as undivided, such 
family shall be deemed, for the purposes of this Act, to- 
continue to be a Hindu undivided family. 

P. 75. f26. (1) Where, at the time of making an assessment 

under section 23, it is found that a 
tionofY fmn. constlta ' change has occurred in the constitution 

of a firm or that a firm has been newly 
constituted, the assessments on the firm and on the mem- 
bers thereof shall, subject to the provisions of this Act, be 
made as if the firm had been constituted throughout the 
previous year as it is constituted at the time of making 
the assessment, and as if each member had received a share 
of the profits of that year proportionate to his interest in 
the firm at the time of making the assessment. 

P. 75 A. (2) Where, at the time of making an assessment under 

section 23, it is found that the person 
of business! ovrncrsbip carrying on any business, profession or 

vocation has been succeeded in such 
capacity by another person, the assessment shall be made 
on such person succeeding, as if he had been carrying on 
the business, profession or vocation throughout the previous 
year, and as if he had received the whole of the profits for 
that year. 


• Inserted hr the Indian Income-tax (Second Amendment) Act, 1930* 
(XXTI of 1930).* 

tSuhstihitod for the original section hr tho Income-tax (Amendment)- 
Act, 1923 an of 1923). 



*26 A. (1) Application may be made to the Income-tax P, 10. 
Officer on behalf of any firm, constituted 
tratlo^of^ms. regis " under an instrument of partnership 
- specifying the individual shares of the 
partners, for registration for the purposes of this Act and 
of any other enactment for the time being in force* relating 
to income-tax or super-tax. 

(2) The application shall be made by such person or p. 68. 
persons, and at such times and shall contain such parti- 
culars and shall be in such form, and be verified in such 
manner, as may be prescribed; and it shall be dealt with by 
the Income-tax Officer in such manner as may be prescribed. 

27. Where an assessee or, in the case of a company, the P. 67. 

Cancellation of as- principal officer thereof, within one 
sessment when cause is month from the service of a notice or 
shown. - : : demand issued as hereinafter provided, 

satisfies the Income-tax Officer that he was prevented by 
sufficient cause from making the return required by section 
22, or that he did not receive the notice issued under sub- 
section (4) of section 22, or sub-section (2) of section 23, 
or that he had not a reasonable opportunity to comply, or 
was prevented by sufficient cause from complying, with the 
terms of the last-mentioned notices, the Income-tax Officer 
shall cancel the assessment and proceed to make a fresh 
assessment in accordance with the provisions of section 23. 


t 28. (1) If the Income-tax Officer, the Assistant Com-P. 67, 68 
, ■ , missioner or the Commissioner, in the 

Penalty for conceal- r? j* j a a. 

ment of income or im- course oi any proceedings under tins Act, 
proper distribution of j s satisfied that an assessee has concealed 
pr01 the particulars of his income or has deli- 

berately furnished inaccurate particulars of such income, 
and has thereby returned it below its real amount, he may 
direct that the assessee shall, in addition to the income-tax 
payable by him, pay by way of penalty a sum not exceeding 
the amount of the income-tax which would have been 
avoided if the income so returned by the assessee had been 
accepted as the correct income. 

{2) If the Income-tax Officer, the Assistant Commis- 
sioner or the Commissioner, in the course of any proceedings 


* Inserted by tbe Indian Income-tax (Amendment) Act, 3930 (XXI of 
1930). # 

tSubstitnted for the original section by the Indian Income-tax (Amend- 
ment) Act, 1930 (XXI of 1930). 
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p. 77. 


R. 20. 

P. 38, 67, 
69, 78, 
106 A. 


under this Act, is satisfied that the profits of a registered 
firm have been distributed otherwise than in accordance 
with the shares of the partners as shown in the instrument 
of partnership registered under this Act governing such 
distribution, and that any partner has thereby returned his 
income below its real amount, he may direct that such 
partner shall, in addition to the income-tax payable by him, 
pay by way of penalty a sum not exceeding the amount of 
income-tax which has been avoided, or would have been 
avoided if the income returned by such partner had been 
accepted as his correct income ; and no refund or other ad- 
justment shall be claimable by any other partner by reason 
of such direction. 


(3) No order shall be made under sub-section ( 1 ) or sub- 
section ( 2 ), unless the assessee or partner, as the case may 
be, has been heard, or has been given a reasonable oppor- 
tunity of being heard. 

(4) No prosecution for an offence against this Act shall 
be instituted in respect of the same facts on which a penalty 
has been imposed under this section. 

( 5 ) An Assistant Commissioner or a Commissioner, who 
has made an order under sub-section ( 1 ) or sub-section (£), 
shall forthwith send a copy of the same to the Income-tax 


Notice of demand. 


Officer. 

29. When the Income-tax Officer has determined a sum 
to be payable by an assessee under section 
23, or when an order has been passed 

under sub-section { 2 ) of section 25 or section 28 for the pay- 
ment of a penalty, the Income-tax Officer shall serve on the 
assessee a notice of demand in the prescribed form specify- 
ing the sum so payable. 

30. ( 1 ) Any assessee objecting to the amount or rate at' 
Appeal against ns- which !l « >s assessed under section 23 or 

sessment under this section 2/, or denying his liability to be 
Act ' assessed under this Act, or objecting to a 

refusal of an Income-tax Officer to make a fresh assessment 
under section 27, or to any order against him under sub- 
section (2) of section 25* or section 25- A or section 28, made 
by an Income-tax Officer, may appeal to the Assistant Com- 
missioner against the assessment or against such refusal 
or order : 


* Inserted bv the Indian Income-tax (Amendment) Act. 1930 (XXII of 
1930). 



Provided that no appeal shall lie in respect of an assess- 
ment made under sub-section (4) of section 23, or under 
that sub-section read with section 27. 

(2) The appeal shall, ordinarily be presented within 
-thirty days of receipt of the. notice of demand relating to 
the assessment or penafiy objected to, or of the date of the 
refusal to make a fresh assessment under section 27, as the 

case may be; but the Assistant Commissioner may admit . .. 
an appeal after the expiration of the period if he is satis- 
fied that the appellant had sufficient cause for not present- 
ing it within that period.. P.78. 

(3) The appeal shall be in the prescribed form and shall R. 21. 

be verified in the prescribed manner. .. , . - 

' 31. (I) The Assistant Commissioner shall fix a day and 

place for the hearing of the appeal, and - •- : 

Hearing of appeal, may from time to time adjourn the 
• ' ? /■ hearing. > 

- (2) The Assistant Commissioner may, before disposing , 

of any appeal, make such further inquiry as he thinks fit, : 
or cause further inquiry to be made by the Income-tax 
Officer. 

(.5) In disposing of - an appeal the -Assistant Commis- 
sioner may, in the case of an order of assessment, — 

■ ' (a) confirm, reduce, enhance or annul the assess- 

ment, or 

(&) set aside the assessment and direct the Income- 
tax Officer to make a fresh assessment after 
making such further inquiry as the Income- 
tax Officer thinks fit or the Assistant Com- 
missioner may direct, and the Income-tax 
Officer shall thereupon proceed to make 
such fresh assessment, 

*cr, in the case of an order refusing to make a fresh assess- 
ment under section 27, 

(c) confirm such order, or cancel it and' direct the 
Income-tax Officer to make a fresh assess- 
ment; 


* Inserted bv the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930)/ 
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P.80, 

106A. 


R< 24. 
P. 68. 


P.81. 


P. 68. 


or, in the cases of an order under sub-section (2) of sec- 
tion 25 or section 28, — 


(d) confirm, cancel or vary such order : 

Provided that the Assistant Commissioner shall not 
enhance an assessment unless the appellant has had a rea- 
sonable opportunity of showing cause against such enhance- 
ment. 


32. ( 2 ) Any assessee objecting to an order passed by an 
Assistant Commissioner under section 28 
Appeals against or to an order enhancing his assessment 
Commissioner. under sub-section (3) of section 31, may 

appeal to the Commissioner within thirty 
days of the making of such order. 

(j 2) The appeal shall be in the prescribed form, and 
shall be verified in the prescribed manner. 

(3) In disposing 1 of the appeal the Commissioner may, 
after giving the appellant an opportunity of being heard, 
pass such orders thereon as he thinks fit. 


33. ( 1 ) The Commissioner may of his own motion call 
^ . . for the record of any proceeding under 

this Act which has been taken by any 
authority subordinate to him or by himself when exercising 
the power of an Assistant Commissioner under sub-section 
(4) of section 5. 


( 2 ) On receipt of the record the Commissioner may 
make such inquiry or cause such inquiry to be made and, 
subject to the provisions of this Act, may pass such orders 
thereon as he thinks fit : 


Provided that he shall not pass any order prejudicial 
to an assessee without hearing him or giving him a reason- 
able opportunity of being heard. 

*33 A. (2) Any person aggrieved by an order of an In- 
come-tax Officer under sub-section (2) or 
to Board sub-section (2) of section 23A may, 
within thirty days of the date on which 
he was served with notice of such order, lodge an appeal in 
the office of the Commissioner. 

(2) The appeal shall be in the prescribed form and shall 
be verified in the prescribed manner. 


* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). 
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(3) The Commissioner shall refer such appeal, -with aP. 81A„ 
statement of his own opinion thereon, to a Board of Beferees 

for decision; and the Board of Beferees shall decide the 
appeal after hearing the appellant and any person deputed 
by the Commissioner : 

Provided that, before making a reference to a Board of 
Beferees, the Commissioner may, and at the request of the 
appellant shall, in exercise of his powers of revision under 
section 33, decide the matters in dispute, and thereupon the 
assessee may withdraw his appeal or proceed with it. 

(4) The decision of the Board of Beferees shall be for- 
warded to. the Commissioner who shall transmit it to the In- 
come-tax Officer who passed the original order, and shall 
also send copies to each Income-tax Officer who has made 
any assessment "consequent upon such order; and where a 
decision reverses or modifies the order of the Income-tax 
Officer, fresh assessments shall be made in accordance there- 
with, or such consequential adjustments as may be required 
shall be made in any assessment already made. 

(5) The decision of a Board of Beferees shall not be P. 81. 
subject to appeal to any Income-tax authority, and shall 

not be revised by the Commissioner in exercise of his powers 
under section 33. 

(6) A Board of Beferees shall consist of not less than 
three and not more than five persons, of whom not less than 
one-half shall be non-officials having business experience, 
and one shall be a judicial officer not inferior in rank to a 
Subordinate Judge or a Judge of a Small Cause Court who 
has held judicial office for a period of not less than ten years. 

(7) Subject to the provisions of sub-section ( 6 ), the 
Central Board of Bevenue may make rules regulating the 
formation, composition and procedure of Boards of 
Beferees. ' 

34. If for any reason income, profits or gains charge- P. ^82. 
able to income-tax 1 has escaped assessment 
assessrnent. escapiDg in any year or has been assessed at 

too low a rate, the Income-tax Officer 
may, at any time within one year or the end of that year, 
serve on the person liable to pay tax on such income, profits 
or gains, or, in the case of a company, on the principal 
officer thereof, a notice containing all or any of the require- 
ments which may be included in a notice under sub-section 
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P. 83. 


P. 84. 


- (2) of section 22 and may proceed to assess or re assess such 
income, profits or gains, and the provisions of this Act 
shall, so far as may be, apply accordingly as if the notice 
were a notice issued under that sub-section : 

Provided that the tax shall be charged at the rate at 
which it would have been charged had the income, profits 
or gains not escaped assessment or full assessment, as the 
case may be. 

35. *(1) The Commissioner or Assistant Commissioner 

- Rectification of mis- may, at any time within one year from 
take - the date of any order 'passed by him in 

appeal or, in the case of the Commissioner, in revision 
under section 38 and the Income-tax Officer may, at any 
time within one year from the date of any demand made 
upon an assessee, on his own motion rectify any mistake 
apparent from the record of the * appeal , revision or assess- 
ment, as the case may be, and shall within the like period 
rectify any such mistake which has been brought to his 
notice by *the assessee : 

Provided that no such rectification shall be made, having 
the effect of enhancing an assessment unless the *■ Commis- 
sioner . , the Assistant Commissioner or the Income-tax 
Officer, as the case may be, has given notice to the assessee 
of his intention so to do and has allowed him a reasonable 
opportunity of being heard. 

{2) Where any such rectification has the effect of re- 
ducing the assessment, the Income-tax Officer shall make 
any refund which may be due to such assessee. 

(3) Where any such rectification has the effect of en- 
hancing the assessment, the Income-tax Officer shall serve 
on the assessee a notice of demand in the prescribed form 
specifying the sum payable, and such notice of demand 
shall be deemed to be issued under section 29. and the pro- 
visions of this Act shall apply accordingly. 

36. In the determination of the amount of tax or of a 
Tax to be calculated ' refund payable under this Act, fractions 

to nearest anna. 0 f an a una less than six pies shall be 

disregarded, and fractions of an anna equal to or exceed- 
ing six pies shall be regarded as one anna. 


* Amended by Income-tax (Amendment) Act, 1928 (III of 1928). 
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37. The Income-tax Officer, Assistant Commissioner P. 70, 83. 

and Commissioner shall, for the pur- 
dencTon olth'etc. 6 ^' poses of this Chapter, have the same 

powers as are vested in a Court under the 
v of 1908. Code of Civil Procedure, 1908, when trying a suit in 
respect of the following matters, namely: — 

(a) enforcing the attendance of any person and 

examining him on oath or affirmation; 

(b) comf)elling the production of documents; and 

(c) issuing commissions for the examination of 

witnesses ; 

and any proceeding before an Income-tax Officer, Assistant P. 70. 
Commissioner or Commissioner under this Chapter shall 
be deemed to be a <f judicial proceeding” within the 
xLVotmo. meaning of sections 193 and 228 * and for the 'purposes of 
section 196 of the Indian Penal Code. 

38. The Income-tax Officer or Assistant Commissioner 
Power to call for may, for the purposes of this Act, — 

information. 

: (1) require any firm, or Hindu undivided family to 

furnish him with a return of the members of 
the firm, or of the manager or adult male 
members of the family, as the case may be, 
and of their addresses ; 


(2) require any person whom he has reason to believe 
to be a trustee, guardian, or agent, to furnish 
him with a return of the names of the persons 
for or of whom he is trustee, guardian, or 
agent, and of their addresses. 


39. The Income-tax Officer or Assistant Commissioner, p. 70 , 
or any person authorised in writing in 
Power to inspect the this behalf by the Income-tax Officer or 

register of members of A . , . / v / • . > 

any company. . Assistant Commissioner, may inspect 

and, if necessary, take copies, or cause 
copies to be taken, of any register of the members, deben- 
ture-holders or mortgagees of any company or of any entry 
in such register. ’ - : 


* Inserted bv the Indian' Income-tax (Second Amendment) Act, 1930- 

(XXII of 1930). ‘ ; ; 
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CHAPTER V. 

Liability in Special Cases. 

P. 85. 40. In the ease of any guardian, trustee or agent of any 

Guardians, trustees person being a minor, lunatic or idiot or 
and agents. residing out of British India (all of 

which persons are hereinafter in this section included in 
the term “ beneficiary ”) being in receipt on behalf of such 
beneficiary of anjr income, profits or gains chargeable under 
this Act, the tax shall be levied upon and recoverable from 
such guardian, trustee or agent, as the case may be, in like 
manner and to the same amount as it would be leviable 
upon and recoverable from any such beneficiary if of full 
age, sound mind, or resident in British India, and in direct 
receipt of such income, profits or gains, and all the provi- 
sions of this Act shall apply accordingly. 

P.85 41. In the case of income, profits or gains chargeable 

„ , , w , , under this Act which are received bv the 

Courts of Wards, etc. , n -rrr i .i . j . . , " 

Courts of Wards, the Admmistrators- 
General, the Official Trustees or by any receiver or manager 
(including any person whatever his designation who in fact - 
manages property on behalf of another) appointed by or 
under any order of a Court, the tax shall be levied upon 
and recoverable from such Court of Wards, Administra- 
tor-General, Official Trustee, receiver or manager in the 
like manner and to the same amounts as it would be leviable 
upon and recoverable from any person on whose behalf 
such income, profits or gains are received, and all the pro- 
visions of this Act shall apply accordingly. 

P. 15, 53, 42. ( 1 ) In the case of any person residing out of 

' 86, 87. . T . , , British India, all profits or gains accru- 

mg or arising to such person, whether 

R. 33. directly or indirectly, through or from any business con- 
nection or property in British India, shall be deemed to be 
income accruing or arising within British India, and shall 
be chargeable to income-tax in the name of the agent of any 
such person, and such agent shall be deemed to be, for all 
the purposes of this Act, the assessee in respect of such 
income-tax : 

P. 91. Provided that any arrears of tax may be recovered also 

in accordance with the provisions of this Act from any 
assets of the non-resident person which are, or may at any 
time come, within British India. 
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{ 2 ) : Where a person not resident in British India, and P. 87. 
:not being a British subject or a firm or company constituted 
within His. Majesty’s dominions or a branch thereof, car- 
ries on business with a person resident in British India, 
and it appears to the Income-tax Officer or the Assistant 
Commissioner, as the case may be, that owing to the close 
connection between the resident and the non-resident 
person and to the substantial control exercised by the non- 
resident over the resident, the course of business between 
those persons is so arranged, that the business done by the 
resident in pursuance of his connection with the non-resi- 
dent produces to the resident either no profits or less than 
the ordinary profits which might be expected to arise in that 
business, the profits derived therefrom or which may rea- ,y;'; 
son ably be deemed to have been derived therefrom, shall be 
chargeable to income-tax in the name of the resident person 
who shall be deemed to be, for all the purposes of this Act, 
vthe assessee in respect of such income-tax. 

*(<9) Where any profits or gains have accrued or arisen 
toi any person directly or indirectly from the sale in British 
India by him or by any agency or branch on his behalf of 
any merchandise exported to British India by him or any 
agency or branch on his behalf from any place outside 
British India, the profits or gains' shall be deemed to have 
accrued and arisen and to have been received in British 
India, and no allowance shall be made under sub-section ( 2 ) 
of section 10 in respect of any buying or other commission 
whatsoever not actually paid, or of any other amounts not 
actually spent, for the purpose of earning such profits or 
.gains. 

43. Any person employed by or on behalf of a person g 7 . 

Agents to inctnde residing out of British India, or haying 
persons treated as any business connection with such per- 
;iinch ’ son, or through whom such person is in 

the receipt of any income, profits or gains upon whom the 
Income-tax Officer has caused a notice to be served of his 
intention of treating him as the agent of the non-resident 
person shall, for all the. purposes of this Act, be deemed to 
be such agent : ,, 

Provided that no person shall be deemed to be the agent 
of a non-resident person, unless he has had an opportunity 
of being heard by the Income-tax Officer as to his liability. 

* Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928). 
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P.74. 


44. Where any business, profession or vocation carried 

Liability in case of on b 7 11 firm bas been discontinued, 
a discontinned firm or every person who was at the time of such 
partnership. discontinuance a member of such firm 

shall be jointly and severally liable for the amount of the 
tax payable in respect of the income, profits and gains of 
the firm. 


CHAPTER VA * 

Special provisions relating to certain classes op 

SHIPPING. 

P e 90. 44A. The provisions of this Chapter shall, notwith- 

standing anything contained in the other 
occasionai^sidpping. ° f provisions of this Act, apply for the pur- 
pose of the levy and recovery of tax in 
the case of anyr person who resides out of British India and 
carries on business in British India in any year as the 
owner or charterer of a ship (such person hereinafter in 
this Chapter being referred to as the principal), unless the 
Income-tax Officer is satisfied that there is an agent of such 
principal from whom the tax will be recoverable in the 
following year under the other provisions of this Act. 

44B. (2) Before the departure from any port in British 
India of any ship in respect of which the 
and^ga'ms. ° f proflts provisions of this Chapter apply, the 

master of the ship shall prepare and 
furnish to the Income-tax Officer a return of the full amount 
paid or payable to the principal, or to any person on his 
behalf, on account of the carriage of all passengers, live- 
stock or goods shipped at that port since the last arrival of 
the ship thereat. 

(2) On receipt of the return, tlie Income-tax Officer shall 
assess the amount referred to in sub-section (2), and for 
this purpose may call for such accounts or documents as 
he may require, and one-twentieth of the amount so 
assessed shall be deemed to be the amount of the profits 
and gains accruing to the principal on account of the car- 
riage of the passengers, live-stock and goods shipped at 
the port. 

* Inserted by tbe Income-tax (Further Amendment) Act, 1923 (XXVII of 
1923), 
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(3) When the profits and gains have been' assessed as 
•aforesaid, the Income-tax Officer shall determine the sum 
payable as tax thereon at the rate for the time being appli- 
cable to the total income of a company, and such sum shall 
be payable by the master of the ship, and a port-clearance 
shall not be granted to the ship until the Customs-collector, 
or other officer duly authorised to grant the same, is satis- 
fied that the tax has been duly paid. 

440. Nothing in this Chapter shall be deemed to pre- 
„ , , vent a principal from claiming, in any 

Adjustment. n • .1 . • i • i 

year following that m which any pay- 
ment has been made on his behalf under this Chapter, that 
an assessment be made of his total income in the previous 
year, and that the tax payable on, the basis thereof be deter 
mined in accordance with the other provisions of this Act, 
and, if’ he so claims, any such payment as aforesaid shall 
be treated as a payment in advance of the tax and the 
difference between the sum so paid, and the amount of tax 
found payable by him shall be paid hy him or refunded to 
him, as the case may be. 


CHAPTER VI. 

Recovery oe Tax and Penalties. 


45. Any amount specified >as (payable in a notice of P. 91. 
m , ,, demand * under sub-section (4) of section 

Tnx ^hen payable. ^ gj , 2g Qr an ^ 

under section 31 or section 32 or section 33, shall be paid 
within the time, at the place and to the person mentioned 
in the notice, or order, or if a time is not so mentioned, then 


on or before, the first day of the second month following the 
date of the service of the notice or order, and any assesses 
failing so to pay sha.ll be deemed to be in default, provided 
that, when an assessee has presented an appeal under sec- 
tion 30 *or under section 3S-A, the Income-tax Officer may 
in his discretion treat the assessee as not being in default as 
long as such appeal is un disposed of. 


* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). '.I 
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P. 91, 46. (2) When an assessee is in default in making a pay- 

Mode and time of ment of income-tax, the Income-tax 
rccovor y Officer may in his discretion direct that, 

in addition to the amount of the arrears, a sum not exceed- 
ing that amount shall be recovered from the assessee by way 
of penalty. 

*(iA) For the purposes of sub-section (2) the Income- 
tax Officer may direct the recovery of any sum less than the 
amount of the arrears and may enhance the sum so directed 
to be recovered from time to time in the case of a continuing 
default, so however that the total sum so directed to be 
recovered shall not exceed the amount of the arrears pay- 
able. 

P. 9l. (?) The Income-tax Officer may forward to the Collector 

a certificate under his signature specifying the amount of 
arrears due from an assessee, and the Collector, on receipt 
of such certificate, shall proceed to recover from such 
assessee the amount specified therein as if it were an arrear 
of land-revenue. 

P. 91. ( 3 ) In any area, with jespect to which the Commissioner • 

lias directed that any arrears may be recovered by any pro- 
cess enforceable for the recovery of an arrear of any muni- 
cipal tax or local rate imposed under any enactment for the 
time being in force in any part of the province, the Income- 
tax Officer may proceed to recover the amount due by such 
process. 

P. 91. (4) The Commissioner may direct by what authority any 

powers or duties incident under any such enactment as 
aforesaid to the enforcement of any process for the recovery 
of a municipal tax or local rate shall be exercised or per- 
formed when that process is emploved under sub-section. 
( 5 ). 

P. 91. ( 5 ) If any assessee is in receipt of any income charge- 

able under the head f< Salaries,” the Income-tax Officer 
may require any person paying the same to deduct from any 
payment subsequent to the date of such requisition any 
arrears due from such assessee, and such person shall com- 
ply with any such requisition and shall pay the. sums so 
deducted to the credit of the Government of India, or as 
the Central Board of Revenue directs. 


* Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928). 


(6) The Local Government may direct with respect to 
any specified area, that income-tax shall be recovered there- 
in, with, and as an addition to, any municipal tax or local 
rate by the same person and in the same manner as the 
municipal tax or local rate is recovered. 

(7) Save in accordance with the provisions of sub-section 
(!) of section 42, no proceedings for the recoveiy of any sum 
payable under this Act shall be commenced after the expir- 
ation of one year from the last day of the year in which any 
demand is made under this Act. 

47. Any sum imposed by way of penalty under the pro- p. 91„ 
visions of sub-section (£) of section 25, 
ecovery o pena les. sec £j on 28 or sub-section (!) of section 46, 

shall be recoverable in the manner provided in this Chapter 
for the recovery of arrear of tax. 


CHAPTER VII. 

Refunds. 

48. (!) If a shareholder in a company who has received?. 11, 63 
Refunds any dividend therefrom satisfies the 92. 

Income-tax Officer *or other authority 
appointed by the Governor General in Council in this 
behalf, that the rate of income-tax applicable to the profits 
or gains of the company at the time of the declaration of 
such dividend is greater than the rate applicable to his 
total income of ’the year in which such dividend was 
declared, he shall, on production of the certificate received 
by him under the provisions of section 20, be entitled to a 
refund on the amount of. such dividend (including the 
amount of the tax thereon) calculated at the difference 
between those rates. 

(S) If a member of a registered firm satisfies the Income- p. 10, 11, 
tax Officer *or other authority appointed by the Governor 55, 72, 
General in Council in this behalf that the rate of income- 92. 
tax applicable to his total income of the previous year was 
less than the rate at which income-tax has been levied on the 
profits or gains of the firm of that year, he shall be entitled 

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 
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to a refund on his share of those profits or gains calculated 
at the difference between those rates. 

p e 11, 59, (S) If the owner of a security from the interest on 

61, 92. which, or any person from whose salary, income-tax has 
been deducted in accordance with the provisions of section 
18, satisfies the Income-tax Officer *or other authority 
a'p'pointed by the Governor General in Council in this behalf 
that the rate of income-tax applicable to his total income 
of the previous year was less than the rate at which income- 
tax has been charged in making such deduction in that 
year, he shall be entitled to a refund on the amount of 
interest or salary from which such deduction has been made 
calculated at the difference between those rates.. 

P. 92. t(4) For the purposes of this section, c total income 5 in- 

cludes, in the case of any person not resident in British 
India, all income, profits and gains wherever arising, accru- 
ing or received, which, if arising, accruing or received in 
British India, would be included in the computation of 
total income under section 16- 

‘ E> 92. t (5) Nothing in this section shall entitle to any refund 

any person not resident in British India who is neither a 
British subject as defined in section 27 of the British 
Nationality and Status of Aliens Act, 1914, nor a subjects ^sgo,, 
of a State in India. 1?. 

P. 93, 49. ( 1 ) If any person who has paid Indian income-tax 

93A, for any year on any part of his income 

84. b? 11 ®* If- re ? pect . of proves to the satisfaction of the Income- 

£££»*. s “• tax Officer that .he has paid United 

Kingdom income-tax for that year in re- 
spect of the same part of his income, and that the rate at 
which he was entitled to, and has obtained, relief under the 10 & u Qfl0i 
provisions of section 27 of the Finance Act, 1920, is less 5 , 0 . 18 . 
than the Indian rate of tax charged in respect of that part 
of his income, he shall be entitled to a refund of a sum cal- 
culated on that part of his income at a rate equal -to the 
difference between the Indian rate of tax and the rate at 
which he was entitled to, and obtained, relief under that 
section : 

Provided that the rate at which the refund is to be given 
shall not exceed one -half of the Indian rate of tax. 

* Inserted by tlie Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 

tlnserted by the Income-tax (Amendment) Act, 1928 (III of 1928). 
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(2) In sub-section (2) — 

(a) the expression “ Indian income-tax 55 means in- 

come-tax and super-tax charged in accordance 
with the provisions of this Act; 

(b) the expression “ Indian rate of tax ” means the 

amount of the Indian income-tax divided by 
the income t>n which it was charged ; 

(c) the expression “ United Kingdom income-tax 

means income-tax and super-tax chargeable in 
accordance with the provisions of the Income- 
tax Acts, 

50. No claim to any refund of income-tax under this P* 95A„ 
Chapter shall be allowed, unless it is 
for refund™ ° f daims ma de within one year from the last day 

of the year in which the tax was reco- 
vered *or before the last day of the financial year commenc- 
ing after the expiry of the “ previous year ”, as defined in 
clause (11) of section 2, in which the income arose on which 
the tax was recovered , whichever period may expire later ; 
Provided that a claim to refund under section 49 may be 
admitted after the period of limitation herein prescribed , 
when the applicant satisfies the Commissioner, or an 
Assistant Commissioner of Income-tax specially empowered 
in this behalf by the Central Board of Revenue, that he 
had sufficient cause for not making the claim within such 
period. 


CHAPTER VIII. 

: • Offences and Penalties. 

51. If a person fails without reasonable cause or P. 59, 71. 

Failure to make eXCUSe 

payments or deliver 
returns or statements 
or allow inspection.. 

(a) to deduct and pay any tax as required by section 

18 or under sub-section (5) of section 46 ; 

(b) to furnish a certificate required by sub-section 

(g) of section 18 or by section 20 to be 
furnished; 

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 
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(c) to furnish in due time any of the returns men- 
tioned in section 19 A section 21, section 22, 
or section 38; 

(d) to produce, or cause to be produced, on or before 
the date mentioned in any notice under sub- 
section (4) of section 22, such accounts and 
documents as are referred to in the notice; 

(e) to grant inspection or allow copies to be taken in 
accordance with the provisions of section 39, 

ho shall, on conviction before a Magistrate, be punishable 
ujth line which may extend to ten rupees for every day 
(luring which the default continues. 

0?. 68, 78. 52. If a person makes a statement in a verification men- 

tioned in * section. 19 A, or section 22, 
False statement in t OT SUb-SOCtion (2) of section 26 A, Or 
declaration. sub-section ( 3 ) of section 30 or sub- 

section (2) of section 32 for sub-sec- 
tion (2) of section S3 A, which is false,- and which he 
either knows or believes to be false, or does not believe to 
be true, he shall be deemed to have committed the offence 
described in Section 177. of the Indian Penal Code. 

P. 68, 96. 53. ( l ) A person shall not be proceeded against for an 

Pros.eui.ion to be .t °Jtence under section 51 or -section 52 
instance of Assistant except at the instance of the Assistant 
Commissioner. Commissioner. 

(2) The Assistant Commissioner may stay any such pro- 
ceeding or compound any such offence. 

g> 0 9, 97 . 54. ( 1 ) All particulars contained in any statement 

Disclosure of infer- ma( le, return furnished or accounts or 
mation by a public documents produced under the provisions 
htrv,:1 "' of this Act, or in any evidence given, or 

affidavit or deposition made, in the course of any proceed- 
ings under this Act other than proceedings under this 
Chapter, or in any record of any assessment proceeding, or 
any proceeding, relating to the recovery of a demand, pre- 
pared for the purposes of this Act, shall be treated as confi- 
dential, and, notwithstanding anything contained in the 
Indian Evidence Act, 1872, no Court shall, save as pro- 

* Inserted by tlio Indian Income-tax (Amendment) Act, 1926 (XXIY of 
1926). 

t Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). 


R 64, 65, 
66, 67, 
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I of 1872. 
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vided in this Act, be entitled to require any public servant 
to produce before it any such return, accounts, documents 
or record or any part of any such record, or to give evidence 
before it in respect thereof. 

(2) If a public servant discloses, any particulars con- 
tained in any such statement, return, accounts, documents, 
evidence, affidavit, deposition or record, he shall be punish- 
able with imprisonment which may extend to six months, 
and shall also be liable to fine : 

Provided that nothing in this section shall apply to the 
disclosure — 


XLV of I860 


10& 11 Geo. 
v, cli. 18. 

tProvided, further, that nothing in this section shall 
apply to the production by a public servant before a Court 
of any document, declaration or affidavit filed, or the record 
of any statement or deposition made in a proceeding under 
section 26 A, or to the giving of evidence by a public servant 
in respect thereof.- 

* Amended by the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 

t Inserted by tbe Indian Income-tax (Amendment) Act, 1930 (XXI of 

. 1930 ). ... ■ " A:-/ 


(a) of any such particulars for the purposes of a 

prosecution under * : . . the Indian Penal 
Code in respect of any such statement, return, 
accounts, documents, evidence, affidavit or 
deposition, or for the purposes of a prose- 
cution under this Act, or 

« 

(b) of any such particulars to any person acting in 

the execution of this Act where it is necessary 
to disclose the same to him for the purposes 
of this Act, or 

(c) of any such particulars occasioned by the lawful 

employment under this Act of any process for 
the service of any notice or the recovery of 
any demand, or 

(< d ) of such facts to an authorised officer of the 
United Kingdom, as tnay be necessary to 
enable relief to be given under section 27 of 
the Finance Act, 1920, or a refund to be given 
under section 49 of this Act : 
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Provided, further, that no prosecution shall be insti- 
tuted under this section except with the previous sanction 
of the Commissioner. 


■ CHAPTER IX. 

Super-tax. 

P. 2, 10, 55. In addition to the income-tax charged for any year, 

11 , 12 , , . there shall be charged, levied and paid 

98. for that year m respect of the total 

income of the previous year of any * individual , Hindu un- 
divided family, company, unregistered firm or other asso- 
ciation of individuals, not being a registered firm, t an 
additional duty of income-tax (in this Act referred to as 
super-tax) at the rate or rates laid down for that year by 
Act of the Indian Legislature. 

P. 55, 98. Provided that, where the profits and gains of an un- 
registered firm have been assessed to super-tax, • super-tax 
shall not be payable by an individual having a share in the 
firm in respect of the amount of such profits and gains 
which is proportionate to his share. 

P.11, 98. 56* Subject to the provisions of this Chapter, the total 

income of any * individual , Hindu un- 
purpai 0 f C s°uTer-tS divided family, company, unregistered 

firm or other association of individuals, 
shall, for the purposes of super-tax be the total income as 
assessed for the purposes of income-tax, and where an 
assessment of total income has become final and conclusive 
for the purposes of income-tax for any year, the assessment 
. shall also be final and conclusive for the purposes of super- 
tax for the same year. 

^ ^ ^ ^ # 

P. 99. 57. ( 1 ) In the case of anyi person residing out of 

British India who is a member of a regis- 
ne^Tndlharchoideit tered firm, and wdiose share of the profits 

from such firm is liable to super-tax, the 
remaining members of such firm who are resident in British 
India shall be jointly and severally liable to pay the super- 

* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
t Note. — See note to Section 3. 

Inserted by Income-tax (Amendment) Act, 1925 (V of 1925) and repealed 
by Income-tax (Amendment) Act, 1928 (III of 1928). 

'1 Amended, by Income-tax (Amendment) Act, 1926 (XXIV of 1926). 



tax. due from the non-resident member in respect of such 
share. . t.. . . 

Where the Income-tax Officer has reason to believe 
that any person, who is a shareholder in a company, is 
resident out of British India and that the total income of 
such person will in any year exceed the maximum amount 
which is not chargeable to super-tax under the law for the 
time being in force, he may, by order in writing require 
the principal officer of the company to deduct at the time 
of payment of any dividend from the company to the share- 
holder in that year super-tax at such rate as the Income-tax 
Officer may determine as being the rate applicable in 
respect of the income of the shareholder in that year. 

*(S) If in any year the amount of any dividend or the 
aggregate amount of any dividends paid to any share- 
holder by a company (together with the amount of any 
income-tax payable by the company in respect thereof) 
exceeds the maximum amount of the total income of a 
person which is not chargeable to super-tax under the law 
for the time being in force, and the principal officer of the 
company has not reason to believe that the shareholder is 
resident in British India, and no order under sub-section 
(2) has been received in respect of such shareholder by the 
principal officer from the Income-tax Officer, the principal 
officer shall at the time of payment deduct super-tax on the 
amount of such excess at the rate which would be appli - 
cable under the law for the time being in force if the amount 
of such dividend or dividends (together with the amount 
of such income-tax as aforesaid) constituted the whole total 
income of the shareholder. • 

(4) Where any person pays any tax under the provi- 
sions of this section on account of t another 'person who is 
residing out of British India, credit shall be given therefor 
in determining the amount of the tax to be payable by any 
agent' of such non-resident t person under the provisions of 
sections 42 and 43. 

58. (1) All the provisions of this Act, except section 3, P. 92 5 98» 
the proviso to sub-section (I) of section 
to tn P per-tax° n of Act 7, the provisos to section 8, sub-section 

(2) of section 14, and sections 15, 1-7, 18, 

. * Amended by Income-tax (Amendment) .Act, 1926 (XXIV of 1926). 
f- Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1926). 
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19, 20, 21 and 48 shall apply, so far as may be, to the 
charge, assessment, collection and recovery of super-tax. 

^Provided that sub-sections (4) to (9) of section 18 shall 
apply, so far as may be, to the assessment, collection and 
recovery of super-tax under sub-section (2) or sub-section 
(8) of section 57 and under section 58H. t 

(2) Save as provided in section 57 and section 5811, t 
super-tax shall be payable by the assessee direct. 


tCHAPTER IXA. 

Special Provisions relating to certain classes oe 

Provident Punds. 

P„ 20 A. 58A. In this Chapter, unless there is anything repug- 

Definitions. nant in the subject or context, — 

(a) a “ recognised provident fund 55 means a pro- 
vident fund which has been and continues to 
be recognised by the Commissioner, in accord- 
ance with the provisions of this Chapter; 

(5) an “ employer ” means — 

(i) a Hindu undivided family, company, firm 

or other association of individuals or per- 
sons, or 

(ii) an individual engaged in a business, profes- 

sion or vocation whereof the profits and 
gains are assessable to income-tax under 
section 10 or section 11, maintaining a pro- 
vident fund for the benefit of his or its 
employees ; 

(c) an c< employee ” means an employee participa- 
ting in a provident fund, but does not include 
a personal or domestic servant ; 

{d) a ct contribution ” means any sum credited by 
or on behalf of any employee out of his salary, 
or by an employer out of his own monies, to 
the individual account of an employee, but , 
does not include any sum credited as interest; 

* Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1926). 

\ Inserted by the Indian Income-tax (Provident Funds Relief) Act, 1929 
fXn of 1929). -i 
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, k (<?) the “ balance to the credit 55 of 1 an employee 
means the total amount to the credit of his 
individual account in a provident fund at 
'anytime; 

(f) the “ annual accretion ,5 to the balance to the 
credit of an employee means the increase to 
such balance in any year, arising from con- 
tributions and interest; 

■(g) the ‘ ‘ accumulated balance due 5 5 to an employee 
means the balance to his credit, or such por- 
tion thereof as may be claimable by him 
under the regulations of the fund, on the day 
he ceases to be an employee of the employer 
maintaining the fund; and 
(h) the “ regulations of a fund ” means the special 
body of regulations governing the constitu- 
tion and administration of a particular pro- 
vident fund. 

58B. ( 1 ) The Commissioner of Income-tax may accord p. gOB. 

The according and recognition to any provident fund which, 
withdrawal of recogni- in his opinion, satisfies the conditions 
tlon - : prescribed in section 58C and the rules 

made thereunder, and may, at any time, withdraw such 
recognition if, in his opinion, the provident fund contra- 
venes any of those conditions. 

(2) The Governor General in Council may, at his dis- 
cretion, direct the Commissioner of Income-tax to refuse 
to accord recognition to any provident fund, or may, at 

. any time, withdraw recognition from any recognised pro- 
vident fund. 

(3) An order according recognition shall take effect on 
such date as the Commissioner may fix in accordance with 
any rules the Central Board of Revenue may make in this 
behalf, such date not being later than the last day of the 
financial year in which the order is made. 

(4) An order withdrawing recognition shall take effect 
from the day on which it is made. 

(5) An employer objecting to an order of the Commis- 

sioner refusing to recognise a provident fund may appeal, 
within sixty days of such order, to the Central Board of 
Revenue. 1 

The appeal shall be in the form and shall be verified in 
the manner prescribed by the Central Board of Revenue. 
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P. 20C, 
SOD. 


58C. (2) In order that a provident fund may receive- 
and retain recognition, it shall satisfy 
Conditions to be the conditions set out below and any 
nised fi p d rov b ident fund 8 ’ other conditions which the Governor 

General in Council may, by rule, pre- 
scribe — 

(a) All employees shall be employed in India, or 

shall be emplo 3 r ed by an employer whose prin- 
cipal place of business is in British India. 

(b) The contributions of an employee in any year 

shall be a definite proportion of his salary 
for that 3 7 ear, and shall be deducted by the 
employer from the employee’s salary in that 
proportion, at each periodical payment of 
such salary in that year, and credited to the 
employee’s individual account in the fund. 

(c) Subject to the provisions of section 58D, the con- 

tributions of an employer to the individual 
account of an emplo 3 7 ee in any year shall not 
exceed the amount of the contributions of the 
• employee in that year, and shall be credited 

to the employee’s individual account at inter- 
vals not exceeding one 3 7 ear. 

(d) The fund shall consist of contributions as above 

specified, of accumulations thereof, and of 
interest (simple and compound), credited in 
respect of such contributions and accumula- 
tions, and of securities purchased therewith, 
and of no other sums. 

(e) The fund shall be vested in two or more trustees* 

or in the Official Trustee, under a trust which 
shall not be revocable save with the consent of 
all the beneficiaries. ; 

(/) The employer shall not be entitled to recover any 
sum whatsoever from the fund, save in cases 
where the employee is dismissed for miscon- 
duct or voluntarily leaves his employment 
otherwise than on account of . ill-health or 
other unavoidable cause before the expira- 
tion of the term of service specified in this 
behalf in the regulations of the fund. 


* Inserted by tbe Income-tax (Amendment) Act, 1981 (IV of 1931). 
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In such cases the recoveries made by the employer 
shall be limited to the contributions made by 
him to the individual account of the employee. 

; and to interest (simple and compound) cre- 
: dited in respect of such contributions and 
accumulations thereof, in accordance with the 
regulations of the fund. 

(g) The accumulated balance due to an employee 

shall be payable on the day he ceases to be an 
■ ■ employee of the employer maintaining the 

fund. ~ 

(h) Save as provided in clause (g), or in accordance 

with such conditions and restrictions as 
the Governor General in Council may, by 
rules, prescribe, no portion of the balance to 
the credit of an employee shall be payable to 
V:' : : him. 

(2) Where there is a. repugnance between any regula- 
tion of a recognised provident fund and any provision of 
this Chapter or of the rules made thereunder, the regula- 
tion shall, to the extent of the repugnance, be of no effect. 

The Commissioner may, at any time, require that such 
repugnance shall be removed from the regulations of the 
.fund. 

• 58D. Subject to any rules which the Governor General P. 20C. 

j ’in Council may make in this behalf, the 

trictions of employer's Commissioner may, m respect of any 
contributions in certain particular fund, relax the provisions of 

caso3 ‘ ■ condition (c) of sub-section (1) of sec- 
tion 58 C- — • . 

(a) so as to permit the payment of larger contri- 
butions by an employer to the individual 
accounts of employees whose salary does not' 
exceed five hundred rupees per mensem; and 

(&) so as to permit the crediting by employers to the 
individual accounts of employees of periodi- 
cal, bonuses or other contributions of a con- 
tingent nature, where the calculation and 
payment of such bonuses or other contribu- 
tions is provided for on definite principles 
by .the regulations of the fund. 
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58E. The annual accretion in any year to the balance- 

Annual nccraiion at the credit of an employee partieipat- 
d Denied to bo income mg m a recognised provident fund shall 
received. fog deemed to have been received by him 

in that year and shall be included in his total income for 
that year, and, subject to the exemptions specified in sec- 
tion 58F, shall be liable to income-tax and super-tax : 

Provided that, for the purpose of sub-section ( 3 ) of 
section 15, out of such annual accretion only the employee’s 
own contributions shall be included in his total income. 

P. 11, 20, 58F. (1 ) An employee shall not be liable to pay income- 

20E, Exemption of annual tax 011 contributions to his individual 
20F. accretion from income- account in a recognised provident fund, 
tas * in so far as the aggregate of such con- 

tributions in any year does not exceed one-sixth of his salary 
in that year. 

( 2 ) In the accounts of a recognised provident fund, the 
contributions exempted from income-tax under sub-section 
( 1 ) and accumulations thereof shall be shown separately, 
and interest thereon shall be calculated and shown sepa- 
rately. Such interest shall be exempt from payment of 
income-tax, in so far as it is allowed at a rate not exceed- 
ing such rate as the Governor General in Council may, by 
notification in the Gazette of India, fix in this behalf. 

P. 20. 58G-. Where an employee participating in a recognised 

„ .. . provident fund has rendered continuous 

niated balance from service with his employer lor a period 
income-tax and super- 0 f I10 £ i ess than five years, and the accu- 
mulated balance due to him becomes 
payable, such accumulated balance shall be exempt from 
payment of income-tax and super-tax. and shall be ex- 
cluded from the computation of his total income : 

Provided that the Commissioner of Income-tax may 
allow such exemption and exclusion where the employee 
has rendered continuous service with the employer for a 
period of less than five years, if, in his opinion, the ser- 
vice has been terminated by reason of the employee’s ill- 
health, or by the contraction or discontinuance of the em- 
ployer’s business, or other cause beyond the control of the 
employee. 

( 2 ) Where exemption from payment of income-tax is 
not allowed under the provisions of sub-section ( 1 ), the In- 
come-tax Officer shall calculate the total of the various 
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sums of income-tax from the payment of which the contri- 
butions and interest credited to the employee's individual 
account have been exempted under the provisions of sub- 
sections (l) and (2) of section 58F, and such total shall 
be payable by the employee, in addition to any other in- 
come-tax for which he may be liable for the year in which 
the accumulated balance due to him becomes payable. 

58H. The trustees of a recognised provident fund, or 

■ , .. ■ ■ other person authorised by the regula- 

of income-tax payable tions of the fund to make payment or 

--umuiated baian- accumulated balances due to employees, 

ces ue ‘ shall, at the time an accumulated 

balance due to an employee is paid, deduct therefrom any 
income-tax payable under sub-section (2) of section 58-G- 
and any income-tax and super-tax payable on an employee’s 
total income as determined under sub-section (3) of section 
58 J, and sub-sections (4) to ( 9 ) of section 18 shall apply 
as if the sum to be deducted were income-tax payable under 
the head “ Salaries 

581. ( 1 ) The accounts of a recognised provident fund P. 20Gb 
shall be maintained by the trustees of 

ni^dTrovidcnt funds! the fmld! and shall be ™ SUCh form and 

for such periods, and shall contain such 
particulars as the Central Board of Revenue may prescribe. 

(2) The accounts shall be open to inspection at all rea- 
sonable times by Income-tax authorities, and the trustees 
shall furnish to the Income-tax Officer such abstracts there- 
of as the Central Board of Revenue may prescribe. 

58 J. (1) Where recognition is accorded to a provident P. 200b 

Treatment of! baian- fund with existing balances, an account 
ces- in newly recognised shall be made of the fund up to the day 
provident funds. before the day on which the recognition 
takes effect, showing the balance to the credit of each em- 
ployee on such day, and containing such further particulars 
as the Central Board of Revenue may prescribe. 

(2) The account shall also show in respect of the balance 
to the credit of each employee the amount thereof which 
is to be transferred to that employee’s account in the recog- 
nised provident’ fund, and such amount (hereinafter called 
his transferred balance) shall be shown as the balance to 
his credit in the recognised provident fund on the date on 
which the recognition of the fund takes effect, and sub- 
sections (5) and (4) shall apply thereto. 
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Any portion of the balance to the credit of an em- 
ployee in the existing fund ■which is not transferred to the 
recognised fund shall be excluded from the accounts of the 
recognised fund and shall be liable to income-tax and super- 
tax in accordance with the provisions of this Act other 
Ilian this Chapter. 

(3) Subject to such rules as the Central Board of 
Revenue may make in this behalf, the Income-tax Officer 
•shall make a calculation of the aggregate of all sums com- 
prised in a transferred balance which would have been 
liable to income-tax if this Chapter had been in force 
from the date of the institution of the fund, without re- 
gard to any tax which may Imve been paid on any such 
sum, and such aggregate (if any) shall be deemed to be 
income received by the employee in the year in which the 
recognition of the fund takes effect, and shall be included 
in the employee’s total income for that year; and, for the 
purposes of assessment, the remainder of the transferred 
balance shall be disregarded, but no other exemption or 
relief, by way of refund or otherwise, shall be granted in 
respect of any sum comprised in such transferred balance : 

Provided that, in cases of serious accounting difficulty, 
the Commissioner shall have power subject to the said rules, 
to make a summary calculation of such aggregate. 

(4) Notwithstanding anything contained in condition 
(h) of sub-section ( 1 ) of section 58C, an employee, in order 
to enable him to pay the amount of tax assessed on his 
total income as determined under sub-section (3), shall be 
entitled to withdraw from the balance to his credit in the 
recognised provident fund a sum not exceeding the differ- 
ence between such amount and the amount to which he 
would have been assessed if the transferred balance had 
not been included in his total income. 

(5) Nothing in this section shall affect the rights of the 
persons administering an unrecognised provident fund or 
dealing with it, or with the balance to the credit of any 
individual employee, before recognition is accorded, in 
any manner which may be lawful. 

P. 20H* 58K. ( 1 ) Where an employer who maintains a provi- 

Treatmenfc of fund dent fund (whether recognised or not) 
transferred by employ- for the benefit of his employees and has 
er to trustee. not transferred the fund or any portion 

of it, transfers such fund or portion to trustees in trust 
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for the employees participating in the fund, the amount 
so transferred shall be deemed to be of the nature of capital 
expenditure. 

(2) When an employee participating in such fund is 
paid the accumulated balance due to him therefrom, any 
portion of such balance as represents his share in the 
amount so transferred to the trustee (without addition of 
interest, and exclusive of the employee’s contributions and 
interest thereon) shall be deemed to be an expenditure by 
the employer within the meaning of clause (icc) of sub- 
section (2) of section 10, incurred m the year in which the 
accumulated balance due to the employee is paid. 

58L. (1) All rules made under this Chapter shall be 
provisions relating to subject to the provisions of sub-sections 
rnles - (4) and (5) of section 59. 

(2) In addition to any power conferred by this Chapter, 
the Governor General in Council may make rules — 

(а) prescribing' the statements and other informa- 

tion to be submitted with an application for 
recognition; 

(б) limiting the contributions to a recognised pro- 

vident fund by employees of a company who 
are shareholders in the company; 

(c) providing’ for the assessment by way of penalty 
of any consideration received by an employee 
for an assignment of, or creation of a charge 
upon, his beneficial interest in a recognised 
.provident fund; 

(< d ) determining the extent to and the manner in 
which exemption from payment of income- 
tax and super-tax may be granted in respect 
of contributions and interest credited to the 
individual accounts of employees in a provi- 
dent fund from which recognition has been 
withdrawn; and 

(e) generally, to carry out' the purposes of this 
. Chapter and to secure such further control 
over the recognition of provident funds and 
the administration of recognised provident 
funds as he may deem requisite. 
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P. 101. 


R. 23-24. 
P. 107. 

E. 25-32, 
35. 

E. 33-35. 
E. 36-40. 


58M. 

Application 

Ohapter. 


This Chapter shall not apply to any provident 
fund to which the Provident Funds Act, 


of this 


1925, applies. 


XIX of 1925. 


CHAPTER X 
Miscellaneous. 

59. (1) The Central Board of Revenue may, subject to 
A , . the control of the Governor General in 

Council, make rules lor carrying out the 
purposes of this Act and for the ascertainment and deter- 
mination of any class of income. Such rules may be made 
for the whole of British India or for such part thereof as 
may be specified. 

(2) Without prejudice to the generality of the fore- 
going power, such rules may — 

(a) prescribe the manner in which, and the proce- 

dure by which, the income, profits and gains 
shall be arrived at in the case of — 

( i ) incomes derived in part from agriculture and 
in part from business; 

(ii) insurance companies; 

(in) persons residing out of British India; 

( b ) prescribe the procedure to be followed on appli- 

cations for refunds ; 

(c) provide for such arrangements with His 

Majesty’s Government as may be necessary 
to enable the appropriate relief to be granted 
under section 27 of the Finance Act, 1920, or 
under section 49 of this Act; 

( d ) prescribe the year which, for the purpose of io&uGoo, 

relief under section 49, is to be taken as cor- v * <*• 18 - 
responding to the year of assessment for the 
purposes of section 27- of the Finance Act, io&iiGeo. 
1920 ; and v - ch - 18 - 

(e) provide for any matter which by this Act is to 

be prescribed. 
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*(3) In cases coming under clause (a) of sub-section 
(£), where the income, profits and gains liable to tax cannot 
be definitely ascertained, or can.be ascertained only with 
an amount of trouble and expense to the assessee which, in 
the opinion of the Central Board of Revenue, is unreason- 
able, the rules made under that sub-section may — 

(a) prescribe methods by which an estimate of such 

income, profits and gains may be made, and 

(b) in cases coming under sub-clause (i) of clause 

(a) of sub-section (£), prescribe the propor- 
tion of the income which shall be deemed to 
be income, profits and gains liable to tax, 

' and an assessment based on such estimate or proportion 
shall be deemed to be duly made in accordance with the pro- 
visions of this Act. 


(4) The power to make rules conferred by this section P. 1Q1. 
shall, except on the first occasion of the exercise thereof, 

be subject to the condition of previous publication. 

(5) Rules made under this section shall be published in 
the Gazette of India, and shall thereupon have effect as if 
enacted in this Act. 

60. (i) The Governor-General in Council may, by noth p. 17 

fication in the Gazette of India, make an 17 
"mptions. d*T ake 6X " exemption, reduction in rate or other 34 ^’ 

modification, in respect of income-tax in 
favour of any class of income, or in regard to the whole or 
any part of the ihcdrae” of “any- class of persons. 

t(£) Where, by reason of any portion of an assessee’s s 
salary being paid in arrears or in advance, his income is 
assessed at a rate higher than that at which it would other- 
wise have been assessed; tlie Governor General in Council 
may grant such relief as he may think fit. 

61. Any assessee, -who is entitled or required to attend p. 71 , 
Appearance by before any Income-tax authority in con- 

authorised representa- (nection with any proceedings, under this 
tlve- Act, may attend either in person or by 

any person authorised by him in writing in this behalf. 

. 62. A receipt shall be given for any money paid or re- 
heceipts to he given, covered under this Act. 

* Inserted by the Income-tax (Amendment) Act, 1927 (XXVIII of 1927). 
t Inserted by the Indian Income-tax (Amendment') Act. 1930 (XXII of 
1930). 
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Pc 104. 


Po 105. 


R 24, 64. 


P. 106. 


63. (2) A notice or requisition under this Act may be 

o . / . Served on the person therein-named 

ennce o notices. either by post or, a s if it were a summons 

issued by a Court, under the Code of Civil Procedure, 1908. 

(2) Any such notice or requisition may, in the case of a 
firm or a Hindu undivided family, be addressed to any 
member of the firm or to the manager, or any adult male 
member of the family *and, in the case of any other asso- 
ciation of individuals, be addressed to the 'principal officer 
thereof. 

64. (2) Where an assessee carries on business at any 

, , place, he shall be assessed by the Income- 

Place of assessment. o \ • n »■ i * 

tax Officer of the area m winch that - 
place is situate or, where the business is carried on in more 
places than one, by the Income-tax Officer of the area in 
which his principal place of business is situate. 

(2) In all other cases an assessee shall be assessed by the 
Income-tax Officer of the area in which he resides. 


(3) Where any question arises under this section as to 
the place of assessment, such question shall be determined 
by the Commissioner, or, where the question is between 
places in more provinces than one, by the Commissioners 
concerned, or, if they are not in' agreement, by the Central 
Board of Revenue : 


Provided that, before any such question is determined 
the assessee shall have had an opportunity of representing 
his views. 

(4) Notwithstanding anything contained in this sec- 
tion, every Income-tax Officer shall have all the powers con- 
ferred by or under this Act on an Income-tax Officer in re- 
spect of any income, profits or gains accruing, or arising or 
received within the area for which he is appointed. 

65. Every person deducting, retaining or paying any 
tax in piu’suance of this Act in respect 
..fjutmr.ii.y. . 0 -f i ncome belonging to another person is 

hereby indemnified for the deduction, retention or payment 
thereof. 


66. (2) If, in the course of any assessment under this 

sutOTentofc.se by '4 ct "V, P r ° c eeding in connection 
Commissioner to High therewith other than a proceeding under 
0ourfc- Chapter VIII, a question of law arises, 


* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
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the Commissioner mav, either on his own motion or on 
reference from any Income-tax authority subordinate to 
him, draw up a statement of the case and refer it with his 
own opinion thereon to the High Court. 

(2) * * * § Within sixty days of the date on which he is served 
with notice of an order under section 31 or section 32 t or of 
a decision by a Board of Referees under section 33 A, the 
assessee in respect of whom the order t or decision was 
passed may, by application accompanied by a fee of one 
.hundred rupees or such lesser sum as may be prescribed, 
require the Commissioner to refer to the High Court any 
question of law arising out of such order t or decision , and 
the Commissioner shall, within sixty days of the receipt of 
such application, draw up a statement of the case and refer 
it with bis own opinion thereon to the High Court : 

Provided that if in exercise of his power of revision | 
under section 33, the Commissioner decides the question, 
the assessee may withdraw his application, and if he does 
so, the fee paid shall be refunded. 

(3) If on any application being made under sub-section 
(2), the Commissioner refuses to state the case on the ground 
that no question of law arises, the assessee may apply 
§ within six months from the date on which he is served 
with notice of the refusal to the High Court, and the High 
Court if it is not satisfied of the correctness of the Com- 
missioner’s decision, may require the Commissioner to state 
the case and to refer it, and, on receipt of any such requisi- 
tion, the Commissioner shall state and refer the case ac- 
cordingly. 

(4) If the High Court is not satisfied that the state- 
ments in a case referred under this section are sufficient to 
enable it to determine the question raised thereby, the Court 
may refer the case back to the Commissioner by whom it 
was stated to make such additions thereto or alterations 
therein as the Court may direct in that behalf. 

(5) The High Court upon the hearing of any such case 
shall decide the questions of law raised thereby, and shall 
deliver its judgment thereon containing the grounds on 

* Amended by the Indian Income-tax (Second Amendment) Act, 1930 
(XXn of 1930). 

t Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). 

t Amended by the Income-tax (Amendment) Act, 1928 (III of 1928). 

§ Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
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which such decision is founded, and shall send to the Com- 
missioner by whom the case was stated a copy of such judg- 
ment under the seal of ‘the Court and the signature of the 
Registrar, and the Commissioner shall dispose of the case 
accordingly, or, if the case arose on a reference from any 
Income-tax authority subordinate to him, shall forward a 
copy of such judgment to such authority who shall dispose 
of the case conformably to such judgment. 

(6) "Where a reference is made to the High Court on the 
application of an assessee, the costs shall be in the dis- 
cretion of the Court. 

P. 91. (7) Notwithstanding that a reference has been made 

under this section to the High Court, income-tax shall be 
payable in accordance with the assessment made in the 
case : 

Provided that, if the amount of an assessment is reduc- 
ed as a result of such reference, the amount overpaid shall 
be refunded with such interest as the Commissioner may 
allow. 

*'(<§) For the purposes of this section “ the High Court ” 
means — 

(a) in relation to the North-West Frontier Province 

and British Baluchistan, the High Court of 

Judicature at Lahore; 

(b) in relation to the province of Ajmer-Merwara, 

the High Court of Judicature at Allahabad ; 

and 

(c) in relation to the province of Coorg, the High 

Court of Judicature at Madras. 

P. 106, :X 66A. (i) When any case has been referred to the High 

106A. Court under section 66, it shall be heard 

Reference to bo by a Bench of not less than two Judges 

High Courts, and of the High Court, and m respect of 
appeal to lie in certain S UCll case the provisions of Section 98 of 

Council. ° nvy 'the Code of Civil Procedure, 1908, shall v of im 

so far as may be, apply notwithstanding 
anything contained in the Letters Patent of any High Court . 
established by Letters Patent or in any other law for the 
time being in force. 

(2) An appeal shall lie to His Majesty in Council from 
any judgment of the High Court delivered on a reference 

* Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1926). 
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made under section 66 in any case which the High Court 
certifies to be a fit one for appeal to His Majesty in Council. 

Vo! 1008. (3) The provisions of the Code of Civil Procedure, 

1908, relating to appeals to His Majesty in Council shall, 
so far as may be, apply in the case of appeals under this 
section in like manner as they apply in the case of appeals 
from decrees of a High Court : 

Provided that nothing in this sub-section shall be 
deemed to affect the provisions of sub-section (5) or sub- 
section (7) of section 66 : 

Provided, further, that the High Court may, on peti- 
tion made for the execution of the order of His Majesty in 
Council in respect of any costs awarded thereby, transmit' 
the order for execution to any Court subordinate to the 
High Court. 

(4) Where the judgment of the High Court is varied or 
reversed in appeal under this section, effect shall be given 
to the order of His Majesty in Council in the manner pro- 
vided in sub-sections (5) and (7) of section 66 in the case of 
a judgment of the High Court. 

(5) Nothing in this section shall be deemed : — 

(a) to bar the full and unqualified exercise of His 

Majesty’s pleasure in receiving or rejecting 
appeals to His Majesty in Council, or other- 
wise howsoever, or 

(b) to interfere with any rules made by the Judicial 

Committee of the Privy Council, and for the 
time being in force, for the presentation of 
appeals to His Majesty in Council, or their 
conduct before the said Judicial Committee. 

67. No suit shall be brought in any Civil Court to set' 
aside or modify any assessment made 
Court. ° f Bmts m Cml under this Act, and no prosecution, suit 

t>r other. proceeding shall lie against any 
Government officer for anything in good faith done or 
intended to be done under this Act. 

*67 A. In computing the period of limitation prescribed 3?. 106A, 
for an appeal under this Act or for an 
poSods P of af iTmitation 0f 'application under section 66, the day on 
; which the order complained of was made, 

Inserted by tbe Indian Income-tax (Second Amendment) Act, 1980 
(XXII of 1930).' ' ' 
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and tlie time requisite for obtaining a copy of such order, 
shall be excluded. 

* 68 . 


Extract from the Indian Finance Act, 1931. 

* * * # * 

1. (1) This Act may be called the Indian Finance Act, 
1931. 

***** 

7. (1) Income-tax for the year beginning on the first 
day of April 1931, shall be charged at the rates specified 
in Part I of the fourth Schedule. 

(2) The rates of super-tax for the year beginning on the 
first day of April 1931, shall, for the purposes of section 
55 of the Indian Income-tax Act, 1922, be those specified 
in Part II of the fourth Schedule 

(3) For the purposes of the fourth Schedule “ total in- 
come ” means total income as determined, for the purposes 
of income-tax or supei'-tax as the case may be, in 'accord- 
ance with the provisions of the Indian Income-tax Act, 
1922. 

***** 


SCHEDULE IV. 


[See section 7.] 

Part I 

Rates of Income-tax. 

A. In the case of every individual, Hindu 
undivided family, unregistered firm olid 
other association of individuals not be- - 
ing a registered firm or a company — 

Rate. 

(1) When the total income is less than Nil. 

Rs. 2,000. 

(2) When the total income is Rs. 2,000 or Six pies in the rupee, 
upwards, hut is less than Rs. 5, '000. 

(3) When the total income is Rs. 5,000 or Nino pies in the rupee, 
upwards, hut is loss than Rs. 10,000. 

(4) When the total income is Rs. 10,000 One anna in tho rupee. 

or upwards, but is less than Rs. 16,000. 

(5) When the total income is Rs. 15,000 or One anna and four pies in the 
upwards, hut is less than Rs. 20,000. rupee. 

(6) When tho total income is Rs. 20,000 or One anna and seven pies in 
upwards, hut is less than Rs. 30,000. the rupee. 
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(7) When the total income is Rs. 30,000 or 
upwards, but is less than Rs. 40,000. 

(8) When the total income is Rs. 40,000 or 
upwards, but is less than Rs. 1,00,000. 

(9) When the total income is Rs. 1,00,000 
or upwards. 

B. In the case of every company and regis- 
tered firm, whatever its total income. 


Rate. 

One anna and eleven pies in 
the rupee. 

Two annas and one pie in the 
rupee. 

Two annas and two pi'es in the 
rupee. 

Two annas and two pies in the 
rupee. 


Part II. 


Rates of Su'per- 

In respect of the excess over thirty thousand 
rupees of total income — 

(1) in the case of every company — 


(a) in respect of the first twenty 

thousand rupees of such excess. 

(b) for every rupee of the remainder 

of such excess. 

(2) (a) in the case of every Hindu undivi- 
ded family — 

• (i) in respect of the first forty- 
five thousand rupees of 
such excess. 

(ti) for every rupee of the next 
twenty-five thousand rupees 
of such excess. 

(b) in the case of every individual, 
unregistered firm and other 
association of individuals not 
being a registered firm or a 
company — 

(i) for every rupee of the first 

twenty thousand rupees of 
such excess. 

( ii ) for every rupee of the next 
fifty thousand rupees of 
such excess. 

-(c) in the case of every individual, 
Hindu undivided family, unre- 
gistered firm and other associa- 
tion of individuals not being a 
registered firm or a company — 
(t) for every rupee of the next 
fifty thousand rupees of 
such excess. 

(ii) for every rupee of the next 

fifty thousand rupees pf 
such excess. 

(Hi) for every rupee of the next 
fifty thousand rupees of 
sucn excess. 

(in) for every rupee of the next 
fifty thousand rupees of 
such excess. 


taoc. 


Rate. 

Nil. 

One anna in the rupee. 


Nil. 


One anna and three pies in 
the rupee. 


Nine pies in the rupee. 

One anna and three pies in 
the rupee. 


One anna and nine pies in the 
rupee. 

Two aunas and three pies in 
the rupee. 

Tiro annas and nine pies in 
the rupee. 

Three annas and three pies in 
the rupee. 
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(v) for every rupee of the next 
fifty thousand rupees of 
sucli excess. 

(vi) for every rupee of the next 

fifty thousand rupees of 
such excess. 

( vii ) for every rupee of the next 

fifty thousand rupees of 
such excess. 

(viii) for every rupee of the next 
. fifty thousand rupees of 
such excess. 

(it t) for every rupee of the next 
fifty thousand rupees of 
such excess. 

( x ) for every rupee of the re- 
mainder of such excess. 


Rate. 

Three annas and nine pies in 
the rupee. 

Four annas and three pies in 
the rupee. 

Four annas and nine pies in 
the rupee. 

Five annas and throe pies in 
the rupee. 

Five annas and nine pies in 
the rupee. 

Six annas and three pies in 
the rupee. 


ACT III OF 1926. 


An act to determine the liability of certain Govern- 
ments TO TAXATION IN BRITISH INDIA IN RESPECT OF 
TRADING OPERATIONS. 


Whereas it is expedient to determine the liability to tax- 
ation for the time being in force in British India of the 
Government of any part of His Majesty’s Dominions, 
exclusive of British India, in respect of any trade or busi- 
ness carried on by or on behalf of such Government; It is 
hereby enacted as follows : — 

1. ( 1 ) This Act may be called the Government Trading 
Short title and com- Taxation Act, 1926. 

mencement. J 

(£) It shall come into force on such date* as the Gover- 
nor General in Council may, by notification in the Gazette 
of India, appoint. 

2. ( 1 ) Where a trade or business of any kind is carried 
on by or on behalf of the Government of 
any part of His Majesty’s Dominions, 
exclusive of British India, that Govern- 
ment shall, in respect of the trade or 

business and of all operations connected therewith, all 
property occupied in British India and all goods owned 
in British India for the purposes thereof, and all income 
arising in connection therewith, be liable — 

(a) to taxation under the Indian Income-tax Act, 
1922, in the same manner and to the same 


LiaLuI’ty of certain 
Governments to taxa- 
tion in ies[ ect of trad- 
ing operations. 


XI of 1922. 


* The Act came into force with effect from the 1st April 1926. 
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extent as in the like case a company would be 
liable; 

(&) to all other taxation for the time being in force 
in British India in the same manner as in the 
like case any other person would be liable. 

\2) Bor the purposes of the levy and collection of income- 
tax under the Indian Income-tax Act, 1922, in accordance 
with the provisions of sub-section {l), any Government to 
which that sub-section applies shall be deemed to be a com- 
pany within the meaning of that Act, and the provisions of 
that Act shall apply accordingly. 

(3) In this section the expression “ His Majesty’s 
Dominions ’ ’ includes any territory which is under His 
Majesty’s protection or in respect of which a mandate is 
being exercised by the Government of any part of His. 
Majesty’s Dominions. 
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BOARD OF INLAND REVENUE. 

Notification No. 3-1. T., dated the 1st April 1922 as subse- 
quently amended. 

In exercise of the powers conferred by section 59 of the 
Indian Income-tax Act, 1922 (XI of 1922), the Board of 
Inland Revenue has made the following rules, namely : — 

. 1. These rules may be called the Indian Income-tax 
Rules, 1922. 

2. Any firm constituted under an instrument of part- P. 
nersliip specifying the individual shares of the partners 

-may, for the purposes of clause (14) of section 2 of the 
Indian Income-tax Act, 1922 (hereinafter in these rules 
referred to as the Act), register with the Income-tax Officer 
the particulars contained in the said 1 instrument on appli- 
cation in this behalf made by the partners or by any of them. 

Such application shall be made — 

(a) before the income of the firm is assessed for any 

vear under section 23 or 

(b) if no part of the income of the firm has been as- 

sessed for any year under section 23, before 
the income of the firm is assessed under 
section 34, or 

(c) with the permission of the Assistant Commis- 

sioner hearing an appeal under section 30, 
before the assessment is confirmed, reduced, 
enhanced or annulled, or, if the Assistant 
Commissioner sets aside the assessment and 
directs the Income-tax Officer to make a fresh 
assessment, before such fresh assessment is 
made 

3. The application referred to in rule 2 shall be made 

in the form annexed to this rule and shall be accompanied 
by the original instrument of partnership under which the 
firm is constituted together with a copy thereof; provided 
that if the Income-tax Officer is satisfied that for some 
sufficient reason the original instrument cannot conveniently 
be produced, he may accept a copy of it certified in writing 
by one of the partners to be a correct copy, and in such a 
case the application shall be accompanied by a duplicate 
copy. . L. . 

INCOME-TAX E 
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FORM I. 

Form of application for registration of a firm ' under section 
2 (14) of the Indian Income-tacc Act . 1922. 

■To 

The .Income-tax Officer, 

Dated 19 . 

^ ' beg to apply for the regis- 

tration of firm under section 2 (14) of the Indian 
Income-tax Act, 1922. 

2. ^ccrtSedcopi - instrument of partnership under 

which the firm is constituted specifying the individual 
shares of the partners together with dnpl V^ opy i s enclosed. 
The prescribed particulars are given below. 

3. ^ do hereby certify that the profits' of the current 

year will be actually divided or credited in accordance with 
the shares shown in this partnership deed. 

Signature 


Address 


Natno and 
address 
of the 
firm. 

Names of tho. 
partners in the firm 
with the share of 
each in the 
bnsiness. 

1 

Date on which 
instrument of 
partnership was 
executed. 

Date, if any. on which 
the instrument of 
partnership .vas last 
registered in tho 
Income-tax Officer’s 
office. 

Remarks. 

! 

t 


i 

' 





do hereby certify that the infor- 
mation given above is correct. 


Signature(s) 

4. ( 1 ) On the production of the original instrument of 
partnership or on the acceptance by the Income-tax Officer 
-of a certified copy thereof, the income-tax Officer shall 
enter in writing at the foot of the instrument or copy, as 
the case may be, the following certificate, namely : — 

“ This instrument of partnership (or this certified 
copy of an instrument of partnership) has 
this day been registered 1 with me, the Income- 
tax Officer for in the province of 

under clause (14) of section 2 of 
the Indian Income-tax Act, 1922. This cer- 
tificate of registration has effect from the 
day of April 19 up to the 31st 
day of March 19 

(2) The certificate shall be signed and dated by the 
Income-tax Officer who shall thereupon return to the appli- 
cant the instrument of partnership or the certified copy 
thereof, as the case may be, and shall retain the copy or 
duplicate copy thereof. 

5. The certificate of registration granted under rule 4 
shall have effect from the date of registration. 

6. A certificate of registration granted under rule 4 
•shall have effect up to the end of the financial year in which 
it is granted, but shall be renewed by the Income-tax 
Officer from year to year on application made to him in 
that behalf and accompanied by a certificate signed by one 
of the partners of the firm that the constitution of the firm 
as specified in the instrument of partnership remains 
unaltered. Such application shall be made within the 
time and subject to the conditions, if any, which are speci- 
fied in clause (a), clause (6). or clause (c), as the case may 
be of rule 2. 

7. Under section 9 ( 1 ) ( vi ) of the Act, the sum to beP. 
allowed in respect of collection charges shall not exceed 

6 per cent, of the annual value of the property. 



68 


P. 46. 8. An allowance under section 10 (2) (vi) of the Act in 

respect of depreciation of buildings, machinery, plant or 
furniture shall be made in accordance with the following 
statement : — 


Class of building, machinery, plant or furnitnro. 


1. Building*— 

(1 1 First cla*i» substantial buildings of selected 
materials. 

(2) Buildings of less substantial construction 

(3) Purely temporary erection 5 such as wooden 

structures. 


2. Machinery, Plant or Furnituref— 
General rate . 


Bates sanctioned for special industries— 

Flour Mills. Bice Mills, Bone Mills, Sugar Worlm, 
Distilleries, Ice Factories, Aerating Gas Fac- 
tories, Match Factories. 

Paper Mills, Ship Building and Engineering Works, 
Irou and Brass Faundrios, Aluminium Factories, 
Eloctrieal Engineering Works, Motor Car Repair- 
ing Works, 'Galvanizing Works, Patent Stone 
Works, Oil Extraction Factories, Chemical Works. 
Soap and Candle Works, lime Works, Saw Mills, 
Dyoiug and Bleaching Works, Furniture and 
Plant in hotels and boarding houses, Cement 
Works using rotary kilns. 

Plant used, in connection with brick manufacture, 
titlomftking machinery, optical machinery, glnss 
factories, Telephone Companies, Mines and 
Quarries, Tubuwell boring plant, concreto pile 

Sewing mtieimmB for canvas or leather . 

Motor cars used solely for tlio purposo of business . 

Indigenous sugarcane ernshera {Kohhit or IMan») . 

.Motor taxis, motor lorries and motor buses . 

Bopeway ropes ana trestle sheaves and connected 
parts. 


Bopoway structures — 

(1) Trestle and station stool work . 

(2) Driving aud tension gearing . 

(3) Carriors . . , , . , 

Salt. Works — 

(1) Machinery, plant, locomotives, wagons and 

rolling stock. 

(2) Tugs, barges, motor launches and floating plant 

(3) General plnut and machinery used in engineer- 

ing shops. 


Bate. 


Remarks. 


Percent- 
age on 
prime 
cost. 


2* 

5 

10 


5 


* Donblo these rates 
may ho allowed for 
buildings used in 
induRtnos which 
cause special de- 
terioration. such 
as chemical works, 
soap and candlo 
works, paper mills, 
and tannorio 5 - 

f The speoial rates for 
clcetTical machi- 
nery given below 
may bo adopted, 
at firm’s option 
for that portion of 
their machinory. 
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n 


10 


12 

16 

15 

20 

25 


5 

71 

10 


10 

71 

71 
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Class of buildings., machinery, plant or furniture. Bate. 


3. Electrical Machinery — 

(a) Batteries . .... 

11) Other electrical machinery, including elec- 
trical generators, motors (other than tram- 
way motors), switchgear and jnstrumenis, 
transformers and other stationary plant 
and wiring and fittings of electric light and 
fan installations. 

(c) Underground cables and wires 

(d) Overhead cables and wires .... 

4. Hydro-Electric concerns — 

Hydraulic works, pipe lines, slnices, and all other 
items not otherwise providod for in this state- 
ment. 

5. Electric Tramways — 

Permanent way — 

(а) Not exceeding 50,000 car miles per mile of 

track per annum. 

(б) Exceeding 50,000 and not exceeding 75,000 

car miles per milo of track per annum. 

(e) Exceeding 75,000 and not exceeding 1,25,000 

car miles por mile of track per annum. 

Cars — car tracks, car bodies, olcctrical equipment 
and motors. 

General plant, machinery and tools * 

6. Mineral Oil concorns — 

A. Eofinerios — 

(1) Boilers . 

(2) Prime movers 

(3) Process plant 

B . Field operations — 

(1) Boilers 

(2' Prime movers . . , 

(3) Process plant . 


Percent- 
age on 
prime 
cost. 


Except for the following items— 

( 1 ) Bolow ground— All to he charged to rovenne 
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Class of buildings, machinery, plant or furuitnre. 

Rate. 

Remarks. 


Percent- 
age on 
prime 
cost. 


6. Mineral Oil concerns — conid. 

Except for the following items — contd. 

(2) Above ground — 



(a) Portable boilers, drilling tools, well- 

25 


head tank, rigs, etc. 



(4) Storage tanks 

10 


( c ) Pipe liues — 



(i) Fixed boilers .... 

10 


(«) Prime movers . 

7£ 


(in') Pipe line .... 

10 


7. Ships- 

(1) Ocean — 



(a) Steam 

5 


( b ) Sail or tug . . . . < 

4 


(2) Inland— 



(a) Steamers (over 120 ft. in length) 

5 


(4) Steamers including cargo launches 

6 


(120 ft in length and under) . 



(e) Tug boats 
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(d) Iron or steel flats for cargo, etc. 

5 


(e) Wooden oargo boats up to 50 tons 

10 


capacity. 
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(/ ) Wooden cargo boats overt 50 tons 


capacity. 

10 


( g ) Motor launches 


(h) Speed boatet ..... 

15 

% "iSpeod Boats” 

means a motor- 
drivon boat with a 
high speed inter- 
nal combustion 

engino capable of 
propelling the boat 
at a speecl exceed- 
ing 15 miles per 
hoar in still 

water, and so de- 
signed that when 
running at spoed 
it will plane— i.e., 
its how will rise 
from the wator. 

'8. Mines and Quarries— 


* Depreciation on rails 
used for tramways 

(1) Hailway siding* (excluding rails) 

5 

(2) Shafts 

5 

and sidings, and in 

•* 


inclines whore the 

(3) Inclines* ...... 

i> 

rails are the pro- 
perly of the 

(4) Tramways on the surface * (excluding rails) 

10 

assessee, is allowed 
at 10 por cent, 
under item 2 above 
(plant used in 
connection with 

Mines and Quar- 
ries) in addition 
to any depre- 
ciation allowance 



on the cost of 
constructing the 
tramways sidings 

0. Aeroplanes— 

25 

or inclines. 

(1) Aircraft . 


-A Aero-engines 5 

33J 


(3) Aerial photographic apparatus , . , 

20 
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9. For the purpose of obtaining an allowance for de- 
preciation under proviso (a) to section 10 (2) (vi) of the Act, 
the assessee shall furnish particulars to the Income-tax 
Officer in the following form : — 


P. 


Description of 

buildings, Original 

machinery. cost, 
plant, or 
furniture. 


Capital expenditure 
(luring the year 
for additions, 
alterations, 
improvements And 
extensions. 



;Dato from: 
which 
used for 
the 

purposes 
of the 
business. 


Particulars 
(including 
. original cost, 
depreciation 
allowed and 
value realised 
by sale of scrap 
value) of obsolete 
machinery, plant 
or furniture sold 
or discarded 
during the year, 
with dates on 
which first 
brought into use 
and sold or 
discarded. 


Remarks. 


1 


. 1A 


2 


3 


J 



I declare that to the best of my inform- 

ation and belief the buildings, machinery, plant and fur- 
niture described in column 1 of the above statement were 
the property of during the year ended 

and that the particulars entered in the 
statement are correct and complete. 

Place ; Signature 

Date Designation 

10. All sums deducted in accordance with the provi- P* 
sions of section 18 of the Act shall be paid by the person 
making the deduction to the credit of the Government of 
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' • India on the same day as the deduction is made in the case 

-of deduction by or on behalf of' Government, and! within 
one week from the date of such deduction in all other cases : 

Provided that the Income-tax Officer may, in special 
cases, and with the approval of the Assistant Commis- 
sioner, permit a local authority, company,, public body or 
association, or a private employer to pay the income-tax 
deducted from salaries quarterly on June 15th, September 
15th, December 15th, and' March 15th. 

P. 59. 11. In the case of income chargeable under the head 

‘ Salaries, ’ where deduction is not made by or on behalf of 
Government, the person paying the salary shall pay to the 
credit of the Government of India by remitting the amount 
to the Income-tax Officer concerned or to such officer as he 
may direct and shall send therewith a statement showing 
the name of the employe from whose salary the tax has been 
deducted, the period for which the salary has been paid, 
the gross amount of the salary, the deduction for a provi- 
dent fund 1 or insurance premia, and the amount of tax 
deducted. 

11- A. The prescribed rate of exchange for the calcula- 
tion of the value in rupees of any income chargeable under 
the head ‘ Salaries 5 which is payable to the assessee out 
of India b\ or on behalf of Government shall be the rate 
notified by the Controller of the Currency in respect of the 
recovery of contributions to the Indian Civil Service Fund 
for the month in which such income is payable. 

P.,59. 12. In the case of income chargeable under the head 

c Interest on securities,’ where the deduction is not made 
by or on behalf of Government, the person responsible for 
paying the interest shall pay to the credit of the Govern- 
ment of India by remitting the amount to the Income-tax 
Officer concerned or to such officer as he may direct with a 
statement showing the following particulars : — 

(■ i ) Description of securities. 

Ui) Numbers of securities. 

(iii) Dales of securities. 

(iv) Amounts of securities. 

(v) Period for which interest is drawn. 

(vi) Amount of interest, and 
‘ (vii) Amount of tax. 



13. The certificate to be furnished under section 18 (9) P. 61. 
of the Act by any person paying interest chargeable to 
income-tax on any security of the Government of India or 
of a local Government shall be in the following form : — 

Draft No. ( : ) 

Certified that Rs. 


tax at the rate of 
draft of this date 
amount of interest 
on ( 2 ) 
name of 


pies per 
from Rs. 

for Rs. 
for Rs. 


being 
id! 

being 


t 1 ) This 

. number also 

income- appears in 
the interest 


rupee has been deducted by cn „ e9ontlie 


the back of tbe 

■Prvr Pc Securities. 

TOI JXb. (2 ) Nam0 

standing in the of Security 


192 . 

, Superintendent or Principal Officer. 
To be signed by claimant. 

I hereby declare that the securities on which interest as 
above specified has been received were my own property 
and were in the possession of 

at the time when income-tax was deducted. 


Signature 

Date 

(N.13 . — The securities to be produced when required in support of any 
claim). 

13A: The certificate (*) to be furnished under section p. 61. 
18 (9) of the Act by the person paying any interest on 
debentures or other securities for money issued by or oh 
behalf of a local authority or a company shall be in the 
following form : — 

Name of Local Authority/ Company. 

Address 

To f) 

Name and address of payee ( 3 ) 

(') In the case of hearer debentures or bonds a certificate under section IS 
(3) shall only be given if the recipient of the interest declares the name and 
address of the real owner of the security at the time of receiving the interest. 

( = ) Name and address of the owner of security should be given here. In 
the case of bearer debentures or bonds, these particulars are to be given as 
declared by the payee concerned. 

- ( 3 ) To be completed only in the case of bearer debentures or bonds. 
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I/We hereby certify that Rs. being income-tax at 

the rate of pies per rupee has been deducted from 
Rs. being the amount of interest at the rate of per 
cent, per annum due (*) on debentures Nos. 

of Rs. each of the ( 2 ) and that it has been or will, 
within the prescribed period, be paid by me/us to the 
Government of India at 


Superintendent, Public Debt Office 
or Principal Officer or Managing Agents. 

193 . 

(To be signed by claimant.) 

I hereby declare that the securities on which interest as 
above specified has been received, were my own property 
and were in the possession of at the time 

when income-tax was deducted. 

Signature 

Date 

( N.B . — The securities to be produced when required in sujyport of any 
claim.) 

P. 63. 14. The certificate to be furnished by the principal 

officer of a company under, section 20 shall be in the follow- 
ing form : — 


(Name of Company) 

(Address of Company) 

i 

Date 

Warrant for Rs. (in words and figures of, if the certi- 
ficate is crossed by an entry in words stating that the 
amount of dividend is under the next multiple of Rs. 50 

( l ) The date on which interest is payable. 

r) Hero enter the name of the local authority or the company. 



above that amount, in figures only) , being divi- ( J ) o ei- 

dend ( x ) at the rate of Bs. (in words and figures) ws! Und 

per share for the ( 2 ) ( s ) 

ending on the • day of 19 , ( a ) tb?cSea»5> 

A'/'.; on ( 4 ) shares f 3 e - Hcre 

in this company, registered in the name of enter whether 

. This dividend was declared f rcc of 
at the ( 5 ) meeting held on the ( 6 ) not.° mc x ° r 

192 . (9 Hcre 

enter number 
and deserip. 
tion of 
shares. 

( c ) Here 
specify num- 
ber and 

’ natnre of 

meeting. 

( 6 ) Hore 

• . enter date. 


W Hereby certify that income-tax snsrssrKniTHra 

r. t £. e cd to Mi.,i»c m ,-„x.fti,. . profits and gains of the com- 
pany, of which this dividend forms a part, has been, or 

will be, duly paid by ~ to the Government of India. 


profits and gains of the com- 


Signature 

. ; ' " , Office 

(To be signed by the claimant.) 

I hereby certify that the dividend above mentioned re- 
lates to shares which were my own property at the time 
when the dividend was declared and were in the posses- 
sion of 

: J ; : ' Signature 

Date 

15. The returns for Government officers under section P 64c 
21 of the Act shall be prepared and submitted to the 
Income-tax Officer by 

(a) Civil Audit Officers for all gazetted officers and 
others who draw their pay from audit offices 
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on separate bills; and also for all pensioners 
who draw their pensions from audit offices. 

(b) Treasury officers for all gazetted officers and 

others who draw their pay from treasuries 
on separate bills without countersignature; 
and also for all pensioners who draw their 
pensions from treasuries. 

(c) Heads of Civil or Military offices for all non- 

gazetted officers whose pay is drawn on 
establishment bills or on biils countersigned 
by the head of office. 

(d) Forest disbursing officers and Public Works 

department disbursing officers in cases where 
direct payment from treasuries is not made, 
for themselves and their establishments. 

<e) Head postmasters for (?’) themselves, their 
gazetted subordinates and the establishments 
of which the establishment pay bills are pre- 
pared' by them and (ii) gazetted supervising 
and 1 controlling officers of whose headquarters 
post office they are in charge; Head' Record 
Clerks, Railway Mail Service, for themselves 
and all the staff whose pay is drawn in their 
establishment pay bills; the Disbursing 
Officers in the case of the Administrative and 
the Audit offices. 

(/) Controllers of Military Accounts (including 
Divisional Military Supply, Marine, Field 1 
and War Controllers) for all gazetted mili- 
tary officers under their audit. 

(g) Disbursing officers in the Military Works 

Department for themselves and their estab- 
lishments. 

(h) Chief Examiners of Accounts or Chief Auditors 

of Railways concerned for all railway em- 
ployes under their audit. 

3?. 6A 16. The minimum income under the head “ Salaries ” 

referred to in section 21 (a), shall be Rs. 2,000 per annum. 
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P. 65. 18. ( 1 ) The return of total income of companies re- 

quired under section 22 ( 1 ) shall be in the following form 
and shall be accompanied by a copy of the profit and loss 
account referred to therein : — 

Income, 'profits or gains from business , trade,, commerce. 


Income, profits, or gains as per profit and loss account for the 

year ended 19 

Add — Any amount debited in the accounts in respect of — 

1. Reserve for had debts 

2. Sums carried to reserve for provident or other funds . 

3. Expenditure of the nature of charity or presents . 

4. Expenditure of the nature of capital . 

5. Income-tax or Super-tax 

6. Rental value of property owned and occupied - . 

7. Cost of additions to. or alterations, extensions, improve- 

ments of. any of the assets of the business . 

8. Interest on reserve or other funds . 

9. Losses sustained in former years 

10. Losses recoverable under an insurance or contract of 

indemnity. 

11. Depreciation of any of the assets of the business . 

12. Expenses not incurred solely for the purpose of earn- 

ing the profits. 

Total 


Deduct — Any profits included in the accounts already charged 
to Indian income-tax and the interest on securities 
of the Government of India or of local Governments 
declared to be income-tax free. 

Balance 


If the company owns any property not occupied for the 
purposes of the business a statement in the form prescribed 
in Schedule A to rule 19 should be attached with particu- 
lars of the credit and debit on account of such property 
entered in the accounts. 

Declaration. 

I, the • [Secretary, 

etc., (see section 2 (12) of the Act) ] of the 

. (name of Company) declare that the 
information against each head in this return is correctly 
given as shown in the books of the Company as also in the 
accounts which have been duly audited by the auditors of 
the Company and which have been adopted by the share- 
holders of the Company. 


Dated 


19 


(i Signature ) 

( Designation ) 
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(2) The company shall also attach to the return a state- 
ment showing the sums charged in the accounts under the 
provisions of section 58K (2). 

19. The return of total income for individual firms, P. 66. 
Hindu undivided families and other associations of indi- 
viduals not being companies required under section 22 (2) 
shall be in the following form : — 


Statement of total income during the previous year. 


i 


2 } 


Sources of Income. 


Amount of 
profits or 
gains or 
income during 
the previous 


year. 


Es. 


3 


Tax already 
charged on 
the income. 


Rs. 


1. Salaries (including wages, annuity, 
pension, gratuity, fees, commis- 
sion, allowances, perquisites, in- 
cluding rent-free quarters,) or 
profits received in lieu of, or in 

addition to salary or wages . . [See note (1)] 

IA. The contributions made by an 
employer to the account in a re- 
cognised provident fund of the 
person making the return 

IB. The interest accruing to the ac- 

count mentioned in 1A which is 
not exempt from income-tax 
[section 5SF (2)j _ . # . _ . 

2. Interest on. securities (including 

debentures) already taxed . . ,. (2) 

3. Interest on securities of the 
Government of India or of local 
Governments declared to be income- 

tax free . . . . [See note (3)] 

4. Property as shown in detail in 

Schedule A ,. (41 

5. Business, trade, commerce, manu- 
facture, or dealings in property, 
shares or securities (details as in 

note 5) (51 

6. Profession (61 

7 . Dividends from Companies (net) . (7) 

S. Interest on mortgages, loans, fixed 

deposits, current accounts, . etc., 
not bearing income from business . 

9. Ground rent 

10. Any source other than those men- 
tioned above including any income 
earned in partnership with others . [See note (8)1 

Total 
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Statement of total income during the 'previous year — eontd. 


1 



2 

3 

Sources of Income. 



Amount of 
profits or 
gains or 
income during 
tho previous 
year. 

Tax already 
charged on 
the income. 




Ra. 

Rs. 

Deductions claimed — 





(a) on account of insurance premia 

( b ) on account of contributions to a provident 

fund to which the Provident Funds Act 
applies 

(c) on account of contributions to a recognised 

provident fund [section 58A (a)] 

(d) others 




I declare that to the best of my knowledge and belief 
the information given in the above statement is correct and' 
complete, that the amounts of income shown are truly 
stated and relate to the year ended and that no 

mo 

other income accrued or arose or was received by — 

the association 


__I 

during the said year and that — thV hmii y ~ h a d during the 

tho association 

said year no other sources of income. 


Date 


Signature 


N.B. — (a) Income accruing to you outside British India received in 
British India is liable to taxation, and must he entered by you in the form. 

( b ) All income from whatever source derived must be entered in the form, 
including income received by you as a partner of a firm. 

Note 1. — In column 2 should he shown the gross amount of salary, and 
not the net amount after deduction on account of income-tax, provident 
funds, etc. 

Note 2 . — “ Interest on securities ” means the interest on promissory notes 
or bonds issued by the Government of India or a local Government, or the 
interest on debentures or other securities for money issued by or on behalf 
of a local authority or company. Where income-tax has been deducted from 
the interest, or where the interest has been paid income-tax free, the amount 
of tax so deducted or paid should be added to the amount of interest actually 
received, and the gross amount so arrived at should be entered in column 2 of 
the statement. The term “ interest on securities ” does not include interest 
on fixed deposits or mortgages or other loans, which have to be shown under 
heading 8. 
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The interest on securities of the Government of India or of local Govern- 
ments declared to he income-tax free should be shown under head 3. Those 
which are not declared to be income-tax free should be included under this 
head. 

Entries under this head must be supported by the certificate issued by the 
person or Company paying the interest under section 18 (9) of the Act. 

Note 3. — (a) The income-tax payable on the interest receivable on a 
security of a Local Government issued income-tax free is payable by the Local 
Government and not by the holder of the security. 

(b) Only the interest on securities of the Government of India or of a Local 
Government declared to be income-tax free should be entered against this 
head. Such interest will not be charged to income-tax, but it must be in- 
cluded in the- statement of total income in order to ascertain the rate of 
income-tax chargeable on other' income. It is chargeable to super-tax. 

(c) Particulars of any interest on securities issued by other authorities and 
stated to be free of income-tax should be entered against head 2, as income- 
tax on such interest is actually paid by these authorities on behalf of the 
recipients. 

Note 4. — The tax is payable under this head in respect of the bond fide 
annual value of any buildings or lands appurtenant thereto of which you are 
the owner, other than such portions of such buildings and lands as you may 
occupy for the purpose of your business. 
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Note 5. — (a) Where you keep your accounts on the mercantile accountancy 
or hook profits system, you must iilo return in the following form: — 

Income , ; profits or gains front business, trade, commerce. 

Rs. 


Income, profits or gains as per Profit and Loss Account for the 
year ended 19 . 

Add . — Any amount debited in the accounts in respect of — 

1. Reserve for bad debts 

2. Sums carried to reserve for provident or other funds . 

3. Expenditure of the nature of charity or presents . 

4. Expenditure of the nature of capital . 

5. Income-tax or Super-tax 

6. Drawings or salary of proprietor or partners . 

7. Rental value of property owned and occupied 

8. Cost of additions to, or alterations, extensions, improve- 

ments of any of the assets of the business. 

9. Interest on the proprietor’s or partner’s capital includ- 

ing interest on reservo, or other funds. 

10. Losses sustained in former years 

11. Lossos recoverable under an insurance or contract of in- 

demnity 

12. Depreciation of any of the assots of the business . 

13. Private or personal expenses and expenses not incurred 

solely for the purpose of earning the profits. 


Total . ) 

I 

Deduct . — Any profits included in the account already charged fo } 
Indian income-tax and the interest on securities of the ! 
Government of India or of local Governments declared 
to be income-tax free. j 

B.\l\nof, . j 


Signature of the person making the return. 

Date 19 . 

(b) Where you do not keep your accounts in such a form, you must file a 
statement showing how you arrive at the taxable profits, i.e., showing details 
of the gross receipts and of the expenditure you propose to set against those 
receipts. No deductions are permissible on account of — 

(i) Property owned and occupied by the owner of a business for the 
purposes of a business; 

(ii) Additions to or alterations, extensions, or improvements of any of 
the assets of the business; 

(Hi) Interest on the capital of the proprietors or partners of the 
business; 

(ir) Bad debts not actually written-off in the accounts; 

(v) Losses sustained in previous years; 

(vi) Reserves of any kind; 
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Sums paid on account of the income-tax or super-tax or any tax 
levied by a local authority other than local rates or municipal 
taxes in respect of the portion of the premises used for the pur- 
pose of the business; 

( viii ) Any expenditure of the nature of charity or a present; 

(ix) Any expenditure of the nature of capital; 

(x) Any loss recoverable under an insurance or a contract of indem- 
nity : 

(ad) Depreciation of any kind other than that specified in the Act; 

( xii ) Drawings or salaries of the proprietors or the partners; 

(xiii) Private or personal expenses of the assessee; 

(xiv) Any expenditure of any kind which is not incurred solely for the 
purpose of earning the profits. 

If you have included am- such sums in your expenditure in your books, 
you must exclude them from the expenditure permissible for the purpose of 
arriving at your taxable profits. 

(c) You are also required to attach a statement showing the sums charged 
in your accounts under the provisions of section 5SK (2). 

Note G. — The income, profits or gains shall be computed after malting 
allowance for any expenditure (not being in the nature of capital expendi- 
ture) incurred solely for the purpose of such profession or vocation, provided 
that no allowance is made on account of any of your personal expenses. Pro- 
fessional fees received by you in any part of India (whether within British 
India or not) must bo included by you in your receipts. 

Note 7. — Income-tax chargeable on the profits of companies is paid by the 
companies, so that the dividends received by shareholders represent the net 
amount remaining after any income-tax duo by the company has been paid. 

This amount should bo entered in column 2 of the statement. The propor- 
tionate tax will be added in the Income-tax Office. ^ 

If the rate of tax applicable to your total income is less than the rate of 
tax applicable to the profits or gains of the company at the time of the 
declaration of such dividends, you may, by attaching the company’s certificate 
received with the dividends, have the excess collected on your dividends from 
the company set against tjie tax payable by you on your other income instead 
of having to apply separately for a refund. 

Note 8. — Agricultural income from land not paying land revenue or local 
rates to an authority in British India should be included under this head or 
under income from business according to circumstances. 

Note 9. — Deductions from total income can only be made for insurance 
premia in respect of insurance on j - our own life or on the life of your wife, or 
in respect of a contract for a deferred annuity on your own life or on the 
life of your wife. No deduction is permissible in the case of any other form 
of insurance except in the case of Hindu undivided families where deduc- 
tions are permissible on account of premia paid in respect of insurance on 
the life of any male member of the family or of his wife. The original 
receipt or the certificate of the insurance company to which the premium 
was paid must be attached to the return. 

20. The Notice of Demand under section 29 shall be in P. 77. 
the following form : — 

NOTICE OF DEMAND UNDER SECTION 29 OF THE 
INCOME-TAX ACT, 1922. 

To 

1. You have been asse; led for the year to income- 
tax amounting to Rs. [in addition to which a 
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penalty of Rs. lias been imposed], as shown in 

the copy of the assessment form sent herewith. 

2. You have also been assessed to super-tax amounting 
to Rs. 

3. You are required to pay the amount of Rs. 

on or before the to , at 

when you will be granted a receipt. 

4. If you do not pay the .tax on or before the date 
specified above, you will lie liable to a penalty which may 
be as great as the tax due from you. 

5. If you are dissatisfied with your assessment you may 
present an appeal under sub-section (l) of section 30 of the 
Indian Income-tax Act, 1922, to the Assistant Commis- 
sioner of Income-tax at 

within 30 days from the receipt of this notice, on a peti- 
tion duly stamped in the form prescribed under sub-sec- 
tion (3) of section 30 and verified as laid down in that form. 

Or 

The assessment lias been made under sub-section (4) of 
sectiop 23 of the Indian Income-tax Act. 1922, because you 

to innko a return of your income under section 22 
failed to comply With n notice und er eulM- ectioii (1) of section 2 , and no ap- 
to comply with n notice under sub-Bection ( 2 ) of section 23 

peal lies. But if you were prevented by sufficient cause 
from making the return or did not receive the notice(s) 
aforesaid, or had not a reasonable opportunity to comply, 
or were prevented by sufficient cause from complying, with 
the terms of the notice(s), you may apply to me within one 
month from the receipt of this notice under section 27, to 
cancel the assessment and proceed to make a fresh assess- 
ment. 

• 

6. The appropriate chalan should be sent along with 
the amount paid. Should you lose the ehalans attached 
to this notice of demand-, it will be necessary for you to 
apply to the Income-tax Officer for copies of fresh ehalans. 

Dated 19 . 


Income-taw Officer. 


Place 

Note. — T he superfluous words in paragraph o should he deleted. 
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ASSESSMENT EOBM. 

Assessment for 193 -193 under Section , Act XI of 

1922. 

District or Area. 

Name of assessee Number in General Index 

Address Number of miscellaneous record 





Detailed sources of income. 

Amount ef 
income. 


Rs. 

Salary (including employee’s 
provident fund contribu- 
tions). 


Annual accretion (less em- 
ployee’s provident fund 
contribution) under section 
58A (/). 


Interest on securities . 


Property .... 


Business .... 


Profession .... 


Other sources 



at source. 


Remarks 



(t) Total income 

(it) Deduction under section 7 (i) or on account of 
provident fund, to which the Provident Fund 
Act, 1897, applies. 

{«») Deduction on account of recognised provident 
fund — 

(o) Contributions ..... 
(b) Exempted interest .... 

(iv) Deduction on account of insurance premia . 

( v ) Deduct sums received as dividends or from a firm 

thoprofite of which havo boon oharged to income- 
, tax. 

(w) Doduot amount of interest from tax-free securi- 
ties of the Government of India or of a Iooal 
Government. 

(cii) Income now to bo subjected to income-tax . 

(viii) Rate applicable pies per rupee . 

(ix) Amount of income-tax • 
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(. x ) Deduction under soctioa 17 ... 

(») Amount of deductions at source from (in lory or 
intorest on securities for wliioh credit is given 
under section IS (5). 

(aril) Abatement on account of dividends (at 

pies per rupee). 

(aril i) Abatement on account of income from n registered 
firm (at pics per rupee). 

(artr) Not amount of income-tax (or refund) . . 

( xv ) Amount of super- tax ..... 

(zri) Penalty under section 28 or section 25 (2) . 

( rcii ) Total sum payable (or to be refunded) — (in figures 
as well as in words). 


Rs. 


Rupees 


Rs. 


A. 


A, 


annas 


Dated 19 S . 


Income-tax Officer . 


Classification of demand. 


Serial 

No. 

Classification. 

Amount of tax. 

1 

Salaries — 

Rs. 

A. 


(a) Paid by Government ..... 

(b) „ a local authority ..... 




(c) companies, other bodies and associations 

(d) „ private employers 



o 

♦Interest on securities — 




(a) on securities of the Government- of India . 

(b) „ „ local Governments 

(e) on debentures and other securities of a local 




authority or company. 



3 

Income derived from property ..... 



4 

„ „ ,, business ..... 



5 

Professional earnings 



G 

Income derived from other sources .... 


. 


Total 




Deduction on account of section 7 (i), 15 or 58F 

Deduction on account of section 17 ... 

Total of refunds and rebates ns in the classification cage 
below. 

Penalty under section 25 (2) ... . 

flQ 

M >» » • • * * * * 

Net demand (or refund) 




* Where tho result of an assessment is an abatement-the sum allowed as a refund or 
rebate should be entered in tho classification cage below. 
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* Classification of refunds and rebates . 



Record of cash refunds. 



t Return. 1 Accounts. 

N=Not submitted. N=Not submitted. 

A= Submitted end accepted. A= Submitted and accepted. 

R = Submitted, but assessment not R= Submitted, but assessment not 

based on it. based on them. 

f Note. — For the purpose of compiling Annual Return No. VJII. I. T. Os. should 
invariably strike out the inapplicable entries. 
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P. 78. 21. An appeal under section 30 shall, in the case of an 

appeal against a refusal of an Income-tax Officer to make a 
fresh assessment under section 27, be in Form. A; in the 
case of an appeal against an order of an Income-tax Officer 
under section 25 (£) in Form C ; in the case of an appeal 
against an order of an Income-tax Officer under section 28 
in Form D and in other cases in Form B. 


Form A. 

Form of appeal against an. order refusing to reopen an 
assessment under section 27. 

To 

The Assistant Commissioner of ' 

The day of , 19 . 

The petition of of post office. 

District sheweth as follows : — 

1. Under the Indian Income-tax Act, 1922, your peti- 
tioner has been assessed on the sum of Rs. for 

the year commencing the 1st day of April 19 . 

2. Your petitioner was prevented by sufficient cause 
from making the return required by section 22 or did not 
receive the notice issued under sub-section (4) of section 22, 
or sub-section (2) of section 23, or had not a reasonable 
opportunity to comply or was prevented by sufficient cause 
from complying with the terms of the notice under sub- 
section (4) of section 22 or sub-section (2) of section 23, as. 
more particularly specified in the statement attached. 

3. Your petitioner therefore presented a petition to the 

Income-tax Officer under section 27, requesting him to 
cancel the assessment. This petition, the Income-tax 
Officer, by his order dated of which a copy 

is attached, has rejected. 

4. Your petitioner therefore requests that the order of 
the Income-tax Officer may be set aside and that he may 
be directed to make a fresh assessment in accordance with, 
the law. 


Signed 
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• Statement of facts. 


Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated' therein and 
in the above statement of facts is true to the best of my in- 
formation and belief. 

Signed. 


Form B. 

Form of appeal aaainst assessment to Income-tax . 

To 

The Assistant Commissioner of 

The day of 19 . 

The petition of of post office, 

District sheweth as follows : — 

1. Under the Indian Income-tax Act, 1922, your peti- 
tioner has been assessed on the sum of Rs. for 

the year commencing the 1st day of April 19 . The 

notice of demand attached hereto was served upon him 
on 

2. Your petitioner’s income accruing or arising or re- 

ceived or deemed under the provisions of the Act to accrue 
or arise or to be received in British India for the year 
ending the day of 19 amounted to Rs. 

3. Such income and profits actually accrued or arose or 

were received during the period of months and 

days. 

4. During the said year your petitioner had no other 
income or profits. 

5. Your petitioner has made a return of his income to 

the Income-tax Officer under section 22, 

sub-section (2) of the Act and has complied with all the 
terms of the notice served on him by the Income-tax Officer 

''under section 28 (2), and/or [section 22 (4)]. 

Your petitioner therefore prays that he may be assessed 
accordingly (or that he may be declared not to be charge- 
able under the Act). 

Signed 
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Grounds of appeal. 


Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 


Form C. 

Form of a'p'peal against an order under section 25 (2). 
To 

The Assistant Commissioner of Income-tax. 

The day of 

The petition of ‘ of post office, 

District sheweth as follows : — 

1. Under section 25 ( 2 ) of the Indian Income-tax Act, 

1922, a penalty of Rs. has been imposed on your 

petitioner. The notice of demand attached hereto was 
served upon him on 

2. Your petitioner was prevented by sufficient cause as 
more particularly explained below from giving notice 
within the time prescribed by section 25 (2) to the Income- 
tax Officer of the discontinuance of his business, profession 
or vocation. 

3. Your petitioner therefore requests that the order of 
the Income-tax Officer imposing a penalty of Rs. 
upon your petitioner may be set aside. 

Signed 


Statement of facts- 


Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein and 
in the above statement of facts is true to the best of my 
information and belief. 

- " Signed 
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Form D. 


Form of appeal against an order under section 28. 

To 


The Commissioner of Income-tax. 

The Assistant Commissioner of Income-tax. 

The day of 19 . 

The petition of of . post office, 

District sheweth as follows : — 


1. Under section '28 of the Indian Income-tax Act, 
1922, a penalty of Rs. has been imposed on your 

petitioner by The notice of demand 

attached hereto was served upon him on 


2. Your petitioner did not conceal the particulars of 
his income or deliberately furnish inaccurate particulars 
thereof hut as will be seen from the statement of facts 
attached returned it at its real amount to the best of his 
knowledge and belief. 

8. Your petitioner therefore requests that the order of 


dZZlZSZ- imposing a penalty of Bs. 
upon your petitioner may be set aside. 


Signed 


Statement of facts. 


Form of verification. 

I, ' , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 


22. An appeal under section 32 (2) shall in the case of P. 80. 
an appeal against an order of an Assistant Commissioner 
under section 28 be in Form D attached to Rule 21 and in 
other cases in Form E. 



Form E. 

To 

The Commissioner of Income-tax, 

The day of 19 ;/ 

The petition of sheweth as follows : — 

1. Under section 31 (3) of the Indian Income-tax Act, 

1922, the Assistant Commissioner of has 

increased the tax payable by your petitioner from Rs. 

to Rs. 

2. Your petitioner prays that the enhancement may be 

set aside or reduced to Rs. for the reasons stated 

below : 

Signed 

Grounds of appeal. 


Form of verification. 

I, 3 the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 


22-A. An appeal to the Commissioner for a reference 
to a Board of Referees shall, in cases falling under sub- 
section ( 1 ) of section 23-A, be in form E, and, in cases fall- 
ing. under sub-section (2) of section 23-A, be in form G. 


To 


Form F. 


The Commissioner of Income-tax, 

The day of 19 . 

The petition of sheweth as follows : 

1. The Income-tax Officer of , with 

the previous approval of the Assistant Commissioner of 
has passed an order dated 

of which a copy is attached under sub-section (1) of section 
23A of the Indian Income-tax Act, 1922, that the sum 

payable as income-tax by the — known as 



shall not be determined and that the share of your petitioner 
in the profits and gains of the said — - finn ,- — shall be includ- 

aSsOClatilQTl fl 

ed in his total income for the purpose of assessment; and 
a notice of the said order has been served upon your peti- 
tioner on the day of 

2. Your petitioner, being aggrieved, for the reasons 
stated below, by the order of the Income-tax Officer, prays 
that the said order may be set aside. 

Signed 

Grounds of appeal. 


Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my, information and belief. 

Signed . 


Form G. 

To 

The Commissioner of Income-tax, 

■The day of 19 . 

The petition of sheweth as follows : — 

1. The- Income-tax Officer of , with the 

previous approval of the Assistant Commissioner of 

has passed an order dated 

of which a copy is attached under sub-section (£) of sec- 
tion 23-A of the Indian Income-tax Act, 1922, that the 
sum payable as Income-tax by the company known as the 

shall not be determined and that the 
proportionate share of } r our petitioner in the profits and 
gains of the said company shall be included in his total 
income for the purpose of assessment; and a notice of the 
said order has been served upon your petitioner on the 
day of ■ 

2. Your petitioner, being aggrieved, for the reasons set 
out below, by the order of the Income-tax Officer, prays 
that the said order may be set aside. 

Signed 
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Grounds of appeal. 


Form of verification. 

\ 

I, , the petitioner, named in the 

above petition, do declare that Tvhat is stated therein is 
true to the best of my information and belief. 

Signed . 

P. 2. 23. (1) In the case of income derived in part from 

agriculture and in part from business an assessee shall be 
entitled to deduct from such income the market value of 
any agricultural produce raised by him or received by him 
as rent in kind which he lias utilized as raw material for 
the purposes of his business or the sale receipts of which 
are included in the accounts of his business. The balance 
of such income shall be deemed to be income derived from 
the business and no further deduction shall be made there- 
from in respect of any expenditure incurred by the assessee 
as a cultivator or receiver of rent in kind. 

P. 2. (2) For the purposes of sub-rule (1) “ market value 

shall be deemed to be : — 

(a) where agricultural produce is ordinarily sold in 

the market in its raw state, or after applica- 
tion to it of any process ordinarily employed 
by a cultivator or receiver of rent in kind to 
render it fit to be taken to market, the value 
calculated according to the average price at 
which it has been so sold during the year pre- 
vious to that in which the assessment is made. 

(b) where agricultural produce is not ordinarily sold 

in the market in its raw state, the aggregate 
of — 

(1) the expenses of cultivation ; 

(2) the land revenue or rent paid for the area in 

which it was grown; and 

(3) such amount as the Income-tax officer finds, 

having regard to all the circumstances in 
each case/ to represent a reasonable date of 
profit on the sale of the produce in ques- 
tion as agricultural produce. 
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24. Income derived from the sale of tea grown and 
manufactured by the seller in British India shall be compu- 
ted as if it were income derived from ■ business, and 40 
per cent, of such income shall be deemed to be income, pro- 
fits and gains liable to tax. 

25. In the case of Life Assurance Companies incor- p # 107 . 
porated in British India whose profits are periodically as- 
certained by actuarial valuation, the income, profits and 
gains of the Life Assurance Business shall be the average 
annual net profits disclosed by the last preceding valuation, 
provided that any deductions made from the gross income 

in arriving at the actuarial valuation which are not admis- 
sible for the purpose of income-tax assessment, and any 
Indian income-tax deducted from or paid on income 
derived from investments before such income is received, 
shall be added to the net profits disclosed by the valuation. 

26. Rule 25 shall apply also to the determination of the p. 107. 
income, profits and gains derived from the annuity and 
capital redemption business of life assurance companies, 

the profits of which can be ascertained from the results of 
an actuarial valuation. 

27. If the Indian income-tax deducted from interest P. 107. 
on the investments of a company exceeds the tax on the 
income, profits and gains thus calculated, a refund may be 
permitted of the 'amount by which the deduction from in- 
terest on investments exceeds the tax payable on such 
income, profits and gains. 

28. In the case of other classes of insurance business P. 107. 
(fire, marine, motor car, burglary, etc.) of a company in- 
corporated in British India, the income, profits or gains 

shall be determined in accordance with the provisions of 
the Act, subject to the allowance specified in the rule next 
. following. ’ 

29. If in the ordinary accounts of any insurance busi- P. 107. 
ness other than Life Assurance, Annuity, or Capital Re- 
demption Business carried on by an Insurance Company 

any amount is actually charged against the receipts for 
the sole purpose of forming a reserve to meet outstanding 
liabilities or unexpired risk in respect of policies which 
have been, issued (including risk of exceptional losses) and 
is not used for any other purpose such amount may bo 
treated as expenditure, incurred solely for the purpose of 
earning the profits of the business. , 
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P. 107. 

P. 107. 

P. 107. 

P. 87. 


P. 87. 


30. Any amount either written-off in the accounts or 
through the Actuarial Valuation Balance Sheet to meet 
depreciation of, or loss on, securities or other assets, or 
which is carried to a reserve fund formed for that sole pur- 
pose and not used for any other purpose, may be treated as 
expenditure incurred solely for the purpose of earning the 
profits of the business. Any sums taken credit for in the 
accounts or Actuarial Valuation Balance Sheet on account 
of appreciation of or gains on the securities or other assets 
shall be deemed to be income chargeable to tax, subject 
always to deduction of such portion thereof as has been 
otherwise taken into account in calculating the income, 
profits or gains. 

31: The income, profits and gains of companies carry- 
ing on Dividing Society or Assessment business shall be 
taken at 15 per cent, of the premium income in the previous 
year and, in the case of non-resident companies, at 15 per 
cent, of the Indian premium income in the previous year. 

32. Notwithstanding anything contained in rules 25 to 
31, the total income, however, of an insurance company 
carrying on more than one class of business shall be deter- 
mined by its aggregate income from all classes of businesses. 

33. In any case in which the Income-tax Officer is of 
opinion that the actual amount of the -income, profits or 
gains accruing or arising to any person residing out of 
British India whether directly or indirectly through or 
from any business connection in British India cannot be 
ascertained, the amount of such income, profits or gains 
for the purposes of assessment to income-tax may be cal- 
culated on such percentage of the turnover so accruing or 
arising as the Income-tax Officer may consider to be rea- 
sonable, or on an amount which bears the same proportion 
to the total profits of the business of such person (such 
profits being computed in accordance with the provisions 
of the Indian Income-tax Act) as the receipts so accruing 
or arising bear to the total receipts of the business, or in 
such other manner as the Income-tax Officer may deem 
suitable. 

34. The profits derived from anv business carried on in 
the manner referred to in section 42 ( 2 ) of the Act may be 
determined for the purposes of assessment to income-tax 
according to the preceding rule. 
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35. The total income of the Indian branches of non- P. 87, 
resident insurance companies (Life, Marine, Fire, Accident', 107. 
Burglary, Fidelity Guarantee, etc.), in the absence of more 
reliable data, may be deemed to be the proportion of the 

total income, p r °fits or gains, of the companies, corre- 
sponding to the proportion which their Indian premium 
income bears to their total, premium income. ^ ■ 

36. In the case of a person resident in British India, P. 92. 
an application for a ; refund of income-tax under section 48 

of the Act shall be made in the following form: — 

Application for refund of income-tax. 

I, of 

r do hereby state that my total income computed in accord- 
ance with section 16 of the Indian Income-tax Act, XI of 
1922, accruing or arising or received in British India, or 
deemed under the Act to accrue or arise or to be received 
in British India, during the year ending on the 31st March 
19 , amounted to Rs., only. 

I therefore pray for a refund of 


Rs. 

under 

“ Salaries 

(Tha portion 

Rs. 

under 

“ Securities 

not required 
should be 

Rs. 

under 

“ Dividends from pom- 

scored out.) 


pames . 


Rs. 

under 

“ Share of profits of the 



registered firm ” known as of which 

I am a partner. 

Signature 

I hereby declare that I am resident in British India, 
and that what is stated in this application is correct. 

Dated 19 . 

Signature 

36A. In the case of a person not resident in British P. 92. 
India, an application- for a refund of income-tax under 
.section 48 of the Act shall be made in the following form : — 

Application for refund of income-tax. . 

, j. _ of • : ■ 

residing at in (country) 

do hereby state that my total income computed in accordance 
with section 48 (4) of the Indian Income-tax Act, 1922, 

INCOME-TAX F 
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(The portions 
not required 
should be 
scored out.) 


during the year ending on the 31st March 19 , amounted 

to Rs. only, as per return enclosed. - - 

I therefore pray for a refund of 

Its. ‘ under “ Salaries 51 . / 

Rs. under “ Securities ”. 

Rs. under “ Dividends from com- 
panies ”. ' 

Rs. under Share, of profits of the 

registered firm 35 known as of which I 

am a partner. 

Signature 


I hereby declare that I am a 


British subject. 


(See note 2.) ; 


subject of State boing a State in India. 

I also declare that what is stated in this application is 
correct. 


Dated 


19 . 

Signature 


Sworn before me (Name) 

Designation Signature at on 



Note 1. — The above declaration shall be sworn (a) before a Justice of 
the Peace, a Notary Public or Commissioner of Oaths if the . applicant for 
refund resides in any part of His Majesty’s Dominions outside British India, 
(b) before a Magistrate or other official of the State or a Political Officer 
if he resides in a State in India, (e) before a British Consul if he resides 
elsewhere. 

Note 2. — “ British subject ” means a person who is a natural-born 
British subject, or a person to wh'om a certificate of . naturalization has 
w been granted. ” •- ‘ : ■- - 

P.92. 37. The application under rule 36 shall be accompanied 

by a return of total income in the form prescribed under 
section 22 unless the applicant has already made such a 
return to the Income-tax Officer. 

37-A. The application und’er Rule 36-A shall be accom- 
panied by a return of total income in the following form 
i details -of Part I <Df which but not the total may be 
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omitted if the person has already submitted a return under 
section 22 {2) for the same year 

' ; ' / • / Part I. : ' • 

Statement of total income, accruing or arising or received 
in British India,, or deemed under the Act to accrue or 
. ... , arise or to he-received -in-British -India';' during the 
/previous year. 


i 


Sources of income.- 


2 

.Amount of 
profits or gains 
• or income - 
chiring the 
precious year. 


3 

Tax already 
charged-on the 
income. 


Es. A. 


Es. A. 


1. Salaries (including wages aunuity, . 

pension, gratuity, fees, com- 
mission, allowances, perquisites, 
including rent-free quarters) or 
profits received in lieu of, or in 
addition to, snlnxy or wages . [Soe note (1)] 
1 a. The contributions made by an 
employer to the account -in a 
recognised provident fund of the 
person making the return 
IB. The interest accruing to the ac- 
count mentioned in JA which is 
not exempt from income-tax 
[Section 5SF (2)] 

2 . Interest on securities (including 4 

debentures) already taxed-. , . . (2) , 

•3. Interest on securities of the Gov- 
ernment of India or of local Gov- 
. ernmeuts declared to bo income- 

tax free ! . . . . ,,. , _ (3) 

4. Property as shown in detail in 

Schedule A . . . "•'/ ', (4) 

5. Business, trade, commerce, manu- 

facture, or dealiugs in .property, 

EhareB or securities' '(details as 

in note 5) . . . . „ (5) 

6. Profession . . . . . . ., (G) 

7. Dividends from companies . „ (7) 

8. Interest on mortgages, loans, fixed 

deposits, current accounts, etc., 
not being income from business 

9. Ground rent . . . 

10. Any source other. than those men- 
tioned above including any in- 
come earned in partnership with 

others , - . . ' . ...... - . [See note (8)] 


Draft Amendments. 


(1) In Part I of the statement of total 
income in Pule 37-A of the said Rules, 
the entries relating to deductions shall 
be omitted. 





F 2 



100 


Part II. 

Statement of total income , 'profits and gains in the previous 
year , arising, accruing or i received out of British 
India, which, if arising, accruing or received in 
British India, would he included in the computation 
of total income under section 16 .- 


Source's of 'income. 

1. Salaries . 

$ 

. (see Note 10) . 

2. Securities .... 

* 

. (see Note 11) . 

3. Property .... 

. (see Note 12) . 

* 


4. Business .... 

. (see Note 13) . 

* 


5. Profession .... 

* 

. (see Note 14) . 

6. Dividends from companies . 

* 

. (see Note 15) . 

7. Interest on securities other than 

in item 2 above, mortgages, 

loans, fixed deposits, current 

accounts, etc., not being 

income from business 

. (see Note 16) . 

* 


8. Ground rent 

. * . • 

* 


9. Any source other than 

those 

mentioned above including 

any 

income earned m partnership 

with others 

. (see Note 17) . 


Total 

Total as per Part I 

• • m • • 

Total as per Part II 

• . • • • • 

Grand total ' . 

• r • • • * 


'Name of 
Country. 


Amount of 
■>rofita or gaini 
or income 
during the 
previous year. 


Re. 


The figures for. each country, should he separately- shown 
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, Verification. 

I declare that to the best of my knowledge and belief 
the information given in the above statement is correct and 
complete, that the amounts of income shown are truly stated 
and relate to the year ended and that no other 

income accrued or arose or was received by • th ™^ rm during 
the said year and that t he * rm - have no other sources of 
income. 

Signature 

! Date 

N.B. — (a) Income accruing to you outside British India received in British 
India, should be entered in Part I and not in Part II. 

(b) All income from whatever source derived must be entered in the form 
including income received by you as a partner of a firm. 

(c) “ Previous year ” means the twelve months ending on the 31st day 
of March next preceding the year for which the assessment is to be made, 
or, if the accounts of the assessee have been made up to a date within the 
said twelve months in respect of a year ending on any date other than the 
said 31st day of March, then at the option of the assessee the year ending 
on the day to which his accounts have so been made up. 

Note 1. — In column 2 should be shown the gross amount of salary and 
not the net amount after deductions on account of income-tax, provident 
funds, etc. 


Note 2. — “ Interest on securities ” means the interest on promissory noteB 
or bonds issued by the Government of India or a local Government, or the 
interest on debentures or other securities for money issued by or on behalf of 
a local authority or company. Where income-tax has been deducted from the 
interest, or where the interest has been paid income-tax free, the amount of 
tax so deducted or paid should be added to the amount of interest actually 
received, and the gross amount so arrived at should be entered in column 2 
of the statement. The term “ interest on securities ” does not include interest 
on fixed deposits or mortgages or other loans, which have to be shown under 
heading 8. 

The interest on securities of the Government of India or of local Govern- 
ments declared to be income-tax free should be shown under head 3.,.' Those 
which are not declared to be income-tax free should be included under this 
head. 

Entries under thiB head must be supported by the certificate issued by 
the person or company paying the interest under section 18 (9) of the Act. 


Note 3. — (a) The income-tax payable on the interest receivable on a 
security of a local Government issued income-tax free is payable by the local 
Government and not by the holder of the security. 

(b) Only the interest on securities of the Government of India or of a local 
Government declared to be income-tax free should be entered against this 
head. Such interest will not be charged to income-tax but it must be includ- 
ed in the statement of total income m order to ascertain the rate of income- 
tax chargeable on other income. It is chargeable to super-tax. ( 

(c) Particulars of any interest on securities issued by other authorities aud 
stated to be free of income-tax should be entered against head 2, as income- 
tax on such interest is actually paid by these authorities on behalf of the 
recipients. 
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Note 4. — The tax is payable under this head in respect of the bond fide 
annual value of any buildings or lands appurtenant thereto, of which you 
are the owner,- other than such portions of such buildings and lands as you 
may occupy for the purpose of your business. ‘ ‘ : ^ 

Schedule A. "1 : ' " ' : . 



Notb' S. — (a) Where you keep your accounts on the mercantile accountancy 
or book ‘profits system, you must file a- .return in the following form : — ; 


Income , profits or gains from business, trade, commerce, 

Bs. 

Income; profits or gains as per Profit and Loss Account for the 
: year ended 19 r 

Add — Any amount debited in- the accounts in respect of — 

1. Reserve for had debts . . ..... ... . : . r , 

2. Sums carried to reserve for provident or other funds . 

3. Expenditure of the nature of charity or presents 

. 4.. Expenditure of the nature of capital . , . ' . . 

51 ' Income-tax or Super-tax ' . . , ' . • . 

d. Drawing^ or salary of proprietor or partners' . ! . 

7. Rental value of property owned and occupied . . 

' 8. Cost of additions to, ; or alterations, extensions, im- 

provements of, any of the assets of the business; ; 
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Income, profits or gains from business, tia.de, commerce — contd. 


T 


Rs. 


A. • 


Add — Any amount debited in tbe accounts m respect of — 

9. Interest on tbe proprietor’s or partner’s capital, includ- 
ing interest on reserve or other funds. 

10. Losses sustained in former years 

11. Losses recoverable under an insurance or contract of 
indemnity. 

12. Depreciation of any of the assets of the .business . 

13. Private or personal expenses and expenses not incurred 
solely for the purpose of earning the profits. 

Total 

Deduct — Any profits included in the account already charged to 
Indian Income-tax and the interest on securities of the 
Government of India or of local Governments declared 
to be Income-tax free. 

Balance . 


(Signature of the person making the return.) 

Dated 193 . 

(6) Where you do not keep your accounts in such a form, you must file a 
statement showing how you arrive at the taxable profits, i.e., showing details 
of the gross receipts and of the expenditure you propose to set against those 
receipts. No deductions are permissible on account of — 

(i) Property owned and occupied by the owner of a business for the 

purposes of a business; 

( ii ) Additions to, or alterations, extensions, or improvements of, any 
of the assets of the business; 

(tii) Interest on the capital of the proprietors or partners of the 
business ; 

(iv) Bad debts not actually written off in the accounts; 

(d) Losses sustained in previous years; 

(in) Reserves of any kind; 

(vii) Sums paid on account of the income-tax or super-tax or any tax 
levied by a local authority other than local rates or municipal 
taxes in respect of the portion of the premises used for the pur- 
pose of the business; 

(viii) Any expenditure of the nature of charity or a present; 

(ix) Any expenditure of the nature of capital; 

(a:) Any loss recoverable under an insurance or a contract of 
indemnity ; 

(xi) Depredation of any kind other than that specified in the Act; 

(xii) Drawings or salaries of the proprietors or the partners; 

(xiii) Private or personal expenses of the assesses; 

(xiv) Any expenditure of any kind which is not incurred solely for 
the purpose of earning the profits. 

Jf you have included any such sums in your expenditure in your hooks, 
you must exclude them from the expenditure permissible for the purpose of 
arriving at your taxable profits. 

(c) You are also required to attach a statement showing the stuns charged 
in your accounts under the provisions of section 58K (2). 

Note 6. — The income, profits or gains shall be computed after making 
allowance for any expenditure (not being in the nature of capital expendi- 
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ture) incurred solely for the purpose of such profession or vocation, provided 
that no allowance is made on account of any of your _ personal expenses. 
Professional fees received by you in any part of India (whether within 
British India or not) must be included by you in your receipts. 


Note 7. — Income-tax chargeable on the profits of companies is paid by the 
companies, so that the dividends received by shareholders represent the net 
amount remaining after any income-tax due by the company has been paid. 
This amount should be entered in column 2 of the statement. The propor- 
tionate tax will be added in the Income-tax office. 

If the rate of tax applicable to your total income is less than the rate of 
income-tax applicable to the profits or gains of the company at the time of 
the declaration of such dividends, you may, by attaching the company’s certifi- 
cate received with the dividends, have the excess collected on your dividends 
from the company set against the tax payable by you on your other income 
instead of having to apply separately for a refund. 

Where a company derives a part of its profits in British India and part 
outside British India, such portion of its dividend as is payable out of profits 
taxable in British India should be shown in Part I under item 7 and the 
balance in Part II under item 6. 


Note 8. — Agricu 
rates to an autliorif 
under income from 


NotuJL— D educ 
premia inrEspecto 
m respect of a coni 
of your wife. No 
insurance except i 
are permissible on 
of any male membi 
certificate of the ii 
attached to the return 


Note 10. — The 
tions on account 


(2) In the notes 
statement — 


*"*■ ^ r - 

appended to the said 




substituted, namely : 






"Note 9. Debates in respect of insur- 
ance premia or of a contract for 
annuity cannot be allowed in 
connection with a claim for refund. 


They can only be allowed in the course 
of an assessment”; 

(ii) In Note 10 the words and letters, 
‘‘provident fund etc.” shall be omitted. 


Note 11. — Under this head should be shown interest on securities issued by 
the Government of India or a local Government or a local authority' in India 
on which interest is paid or payable outside British India, and the interest 
on debentures of companies operating in India paid or payable outside British 
India. For this purpose “ Company ” means “ a company as defined in the 
Indian Companies Act, 1913, or formed in pursuance of an Act of Parliament 
or of Royal Charter or Letters Patent, or of an Act of the Legislature of a 
British possession, and includes any foreign association carrying, on business 
in British India whether incorporated or not, and whether its principal place 
of business is situate in British India or not, which the Central Board of 
Revenue may, by general or special order, declare to be a company for the 
purposes of this Act ”. Interest on all other securities should be shown under 
item 7 — see Note 16. Interest should be shown gross if foreign tax is deduct- 
ed therefrom after the assessee receives the interest; if the tax is deducted 
at source, the net interest received should be shown. 
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I 


Note 12. — See instructions in Note 4. 


Note 13. — The details should he given as explained in Note 5, hut there 
Trill be no “ deduct ” entry on account of profits included in the amount 
already charged to Indian income-tax and the interest on securities of the 
Government of India or a local Government in India declared to he income- 
tax free. 


Note 14. — This should show professional fees received outside British India. 


Note 15. — The figure to he shown here is the amount actually received by 
the shareholder irrespective of whether the dividends are declared free of tax 
or not. 

Where a company derives a part of its profits in British India and part 
outside British India, such portion of its dividend as is payable out of profits 
taxable in British India should be shown in Part I under item 7 and the bal- 
ance in Part II under item 6. 


Note 16. — This head will include inter alia interest on all securities other 
than those entered in item 2, see Note 11. Interest should be shown gross if 
foreign tax is deducted therefrom after the assessee receives the interest; if 
the tax is deducted at source, the net interest received should be shown. 


Note 17. — Agricultural income from land not included in Part I should be 
shown under this head. 

38. Where the application under rule 36 or rule 36A P. 92. 
is made in respect of interest* on securities ■ or dividends 
from companies, the application shall be accompanied by 

the certificate prescribed under section 18 (9) or section 20, 
as the case may be. 

39. The application under rule 36 or rule 36A shall be P. 92. 
made as follows : — 

(a) If the applicant is resident in British India, to 
the Income-tax Officer of the District in 
which the applicant is chargeable directly to 
income-tax, or if he is not chargeable directly 
to income-tax, to the Income-tax Officer of 
the district in which he ordinarily resides ; 

(h) If the applicant is resident outside British 
India, to the Income-tax Officer appointed by 
the Central Board of Revenue. 
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93. 40. An application for refund of income-tax under 

section 49 of the Act shall be made in the following form : — 

Application for relief from double income-taco under sec- 
tion 49 of the Indian Income-tax Act , 1922. 

I, of , do hereby state 

that I have paid United Kingdom income-tax and super- 
tax amounting to £ for the year ending 19 


on an income of £ 


and that Indian 


income-tax 


of Ks. has also been paid on - 


income-tax and super-tax 
the same 


income 


to Bs. 


income from the same source amounting 

I have obtained relief under the provisions of 

section 27 of the English Finance Act, 1920, at the rate of 
see attached certificate from the Inspector of 
Taxes I now pray for a further relief at the rate of 
amounting to Rs. under section 

49 of the Indian Income-tax Act, 1922, to which I am 
entitled. My income from all sources to which this Act 
applies during the “ previous year 55 ending on the 

19 amounted to Rs. only — see 

Return of income attached 


already submitted 


Signature 

i 

I hereby declare that what is stated herein is correct. 


Signature 

Bated 19 . 

41. The application under rule 36 or rule 40 may be 
presented by the applicant in person or through a duly 
authorized agent or may be sent by post. 

42. A return shall be furnished by the principal officer 
of a Company under section 19A in respect of a dividend 
or aggregate dividends if the amount thereof exceeds 
Rs. 10,000. 

43. The return by the principal officer of a Company 
under section 19A shall be in the following form and shall 
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be delivered to the Income-tax Officer who assesses the 
Company : — 

Return under section 19 A of the Indian Income-tax Act , 
1922, for the year 1st April 19 .,-Slst March 19 . 

Name of Company 

* l i 

Address of Company 

• (1) Resident Shareholders 
Non-Resident Shareholders 



« 

Address 

of 

shareholder. 

1 

Date of 
declaration 
of dividends. 

(2) Amount of 
dividends 

Serial 

number. 

Name of shareholder. 

j 

Net. 

Gross. 

,* 1 ' 

0 

3 

4 

5 

r. 

* 

- 

i 

! 

: 

Rs. 

Rs. 



> t 

» t 


1 


, 1, the principal officer of the 

Company, hereby certify that the above statement contains 

a complete list of the shareholders of -the Com- 

pany to whom ,a dividend or aggregate dividends exceed- 
ing Rs. 10,000 was or were distributed in the period from 
the 1st April 19 to the 31st March 19 

Dated 19 . 

Signature 

Note 1 . — Separate forms should be used for resident and non-resident 
shareholders. 

Note 2. — Where dividends are issued “ free of income-tax”, the figure 
to he entered in column 6 is the sum actually paid, and the figure to he 
entered in column 6 is the aggregate of the sum so paid and the amount of 
income-tax payable hy the Company in respect of the dividends. 

44. All sums deducted in accordance with sub-sections p. 99, 
(2) and (3) of section 57 shall be paid by the person making 
the deduction to the credit of the Government of India 
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within one week from the date of such deduction by remit- . 
ting the amount to the Income-tax Officer concerned or to 
such Government Treasury or branch of the Imperial Bank 
of India as he may direct. The person making the deduc- 
tion shall send at the same time to the Income-tax Officer 
a statement showing the name of the non-resident person 
•on whose behalf the tax has been deducted, the amount of 
the tax deducted, the gross amount of dividend in respect 
of which the deduction has been made and the period for 
which the dividend has, been paid. 

— i — ( — , — 

FINANCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. .9, dated the 15th March, 1930. 

In exercise of the powers conferred by Chapter IXA 
of the Indian Income-tax Act, 1922 (XI of 1922), the 
Governor General in Council is pleased to make the follow- 
ing rules, the same having been previously published as 
required by sub-section (1) of section 58-L read with sub- 
section (4) of section 59 of the said Act : — 

1. These rules may be called the Indian Income-tax 
(Provident Funds Relief) Rules. 

2. In these rules, “ section ” means a section of the 
Indian Income-tax Actj 1922 (XI of 1922). 

3. The contributions made by employees after the date 
of recognition of a provident fund and the interest on the 
accumulated balances of such contributions shall be wholly 
invested in securities of the nature specified in clause (a), 
.(&), (c), (d) or ( e ) of section 20 of. the Indian Trusts Act, 
1822, and payable both in respect of capital and of interest 
in British India. 

4. (1) Withdrawals by employees shall not be allowed 
by the trustees except on special grounds in the following 
circumstances or circumstances of a similar nature — 

(a) to pay expenses incurred in connection with the 

„ ’ illness of a subscriber or a member of his 

family; 

(b) to pay for the passage over the sea of a.sub- 

- ' scriber or any member of his family; 

( c ) to pay expenses in connection with marriages, 

funerals or ceremonies which by the religion 
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of the subscriber it is incumbent upon him to 
perform and in’ connection with which it is 
obligatory that expenditure should be 
incurred; 

( d ) to meet the expenditure on building or purchas- 

ing a house or a site for a house provided 
that such house or site is assigned to the 
trustees of the fund; 

(e) to pay premia on policies of insurance on the 

life of the subscriber or of his wife provided 
that the policy is assigned to the trustees of 
the fund and that the receipts granted by 
the insurance company for the premia are 
. ■ f rom time to time handed over to the trustees 
; , for. inspection by the Income-tax Officer. 

(2) For the purposes of sub-rule (1) “ Family ■ ’ means 
any of the following persons who reside with and are 
wholly dependent on the employee, namely : — the em- 
ployee’s wife, legitimate children, step children, parents, 
; sisters and minor brothers. 

(3) No such withdrawal shall exceed (2) the pay of the 
employee for three months, or, in the case of a withdrawal 
for the purpose specified in clause ( d) of sub-rule (2), six 
months at . the time when the adyance is granted, or (2) the 
total of the accumulation of exempted contributions and 
exempted interest contained in the balance to the credit of 
the employee whichever is less. 

(4) A second withdrawal shall not be permitted until 
the sum first withdrawn has been fully repaid. 

5. (2) Where a withdrawal is allowed for a purpose 

specified in clause ( d ) or clause (e) of sub-rule (2) of rule 4 
the amount withdrawn need not be repaid. , . 

(2) Where a withdrawal is allowed for any other pur- 
pose the amount withdrawn shall, be repaid in not more 
than twenty-four equal monthly instalments and shall bear 
interest in accordance with rule 6 and no further with- 
drawal shall be permitted until repayment has. been effected 
in full. / ; ‘ : ! '' ‘ ' y' i!! ; : 

6. In respect of withdrawals which are. repaid in not 
more than 12 monthly instalments,- an additional instal- 
ment of 4 per cent, of the amount withdrawn shall be paid 
on account of interest ; and : in respect of ! withdrawals which 



110 


are repaid in more than 12 monthly instalments two such 
instalments of 4 per cent, of the amount withdrawn shall 
be paid on account of interest : 

Provided, however, that at the discretion of the Trus- 
tees of the Fund, interest m&y be recovered on the amount 
withdrawn or the balance thereof outstanding from time 
to time at 1 per cent, above the rate which is payable for 
the time being on the balance in the fund at the credit of 
the member. 

7. The employer shall deduct such instalments from the 
employee’s salary, and pay them to the Trustees. The 
deductions shall commence from the second monthly pay- 
ment made after the withdrawal or in the case of an em- 
ployee on leave without pay from the second monthly pay- 
ment made after his return to duty. 

8. In case of default of repayment of instalments under 
rules 6 and 7, the Commissioner of Income-tax may at his 
discretion order that the amount of the withdrawal or the 
amount outstanding shall be added to the total income of 
the employee for the year in which the default occurs and 
the Income-tax Officer shall assess the employee accord- 
ingly. 

9. Notwithstanding anything contained in rules 4 to 8, 
it shall be open to the trustees of a recognised provident 
fund to permit the withdrawal of ninety per cent, of the 
amount standing at the credit of an employee if the em- 
ployee takes leave preparatory to retirement, provided 
that if he rejoins duty on the expiry of his leave he shall 
refund the amount drawn together with interest ait the rate 
allowed by the fund. 

9- A. Where the accounts of a recognised provident 
fund are kept outside British India, certified copies of the 
accounts shall be supplied not later than the 15th June 
in each year to a local representative of the employer in 
British India : 

Provided that the Income-tax Officer may in any year 
appoint a date later than the 15th June as the date by 
which the certified copies shall be supplied. 

10. ( 1 ) An application for recognition shall be made 
by the employer maintaining the fund for which reeogni- 
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tion is sought and shall be accompanied by the following 
documents: — ’ 

(a) the trust deed if any in original with one copy 
. thereof, the latter to be retained by the Com- 
missioner, and 

(b) the rules of the fund. 

Provided that if the original of the trust deed cannot 
conveniently be produced, it shall be open to the Commis- 
sioner of Income-tax to accept in lieu of the original a 
copy certified either by a Magistrate or in any. manner, 
specified in ; rule 7 of the Indian Companies Rules, 1914, 
in which case an additional copy shall be furnished foi 
retention by the Commissioner. . . , 

■C (2) The application shall be submitted through the 
,7 income-tax Officer of the area in which the accounts of the 
funds are kept, or, if the accounts are kept outside India, 
through the Income-tax Officer of the area in which the 
local headquarters of the employer are situate. 

(5) The application shall contain the following 
information:— 

■ (a) Name of employer and address, his business, ' 

' profession, etc., also his principal place of 
business. - , ' ' ! 

(p) Number of employees subscribing to the fund— 

(i) in British India; , : 

(ii) in Indian States; 

, (m)' outside India. .. ; • s 

- (c) Place where the accounts of. the fund are or will 

■' -C- l P -P be maintained. v: -. f;,; 

(d) If the fund is already in existence — 

(i) a copy of the last balance sheet of the fund, 
where such is maintained, 

> (ii) details of investments of the fund. ; 

(4) A verification in the following form shall be annex- 
ed to the application. 

Form of Verification, 

— the trustee(s) of the above named fund do declare 
that what is stated in the above application is true to the 
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best of our information and belief, and that the documents 
sent herewith are the originals or true copies thereof. 

11. Where an employee of a company owns shares in 
the company with a voting power exceeding ten per cent, 
of the whole of such power the sum of the exempted con- 
tributions of the employee and employer to the recognised 
provident fund maintained by the company shall not exceed 
Rs. 250 in any month. 

12. If an employee assigns, or creates a charge upon 
his beneficial interest in a recognised provident fund, the 
Income-tax Officer shall, on the fact of the assignment or 
charge coming to his knowledge, give notice to the em- 
ployee that if he does not secure the cancellation of the 
assignment or charge within two months of the date of 
receipt of the notice the consideration received for such 
assignment or charge shall be deemed to be income received 
by him in the year in which the fact became known to the 
Income-tax Officer and shall be assessed accordingly. 

13. If the Commissioner withdraws recognition from a 
recognised provident fund, the balance to the credit of 
each employee at the end of the financial year prior to the 
date of the withdrawal of recognition, shail be paid to him 
free of income-tax and super-tax at the time when such 
employee receives the accumulated balance due to him. 
The remainder of the accumulated balance due to him 
shall be liable to income-tax and super tax as if the fund 
had never been recognised. 

14. Before withdrawing recognition, the Commissioner 
of Income-tax shall give an opportunity to the 1 employer 
and the trustees of the fund to show cause why recognition 
should not be withdrawn. 


i 

FINANCE DEPARTMENT (CENTRAL REVENUES). 


Notification No. 10, dated the 15th March, 1930. 

In pursuance of sub-section (2) of section 58F. of the 
Indian Income-tax Act, 1922 (XI of 1922), the Governor 
General in Council is pleased to fix six per cent, as the 
rate referred to in the said sub-section. 
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CENTRAL' BOARD OF REVENUE. 

• Notification No. 12, dated the 15th March, 1980. 

In exercise of the powers conferred by Chapter IX-A, 
and by section 59 of the Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of Revenue is pleased to make 
the following rules, the same having been previously pub- 
lished as required by sub-section (I) of section 58L read 
with sub-section (4) of section 59 of the said Act : — 

1. These rules may be called the Indian Income-tax 
(Provident Funds Relief) (Central Board of Revenue) 
Rules. 

2. In these rules section ” means a section of the 
Indian Income-tax Act, 1922 (XI of 1922). 

3. An order according recognition to a provident fund 
shall take effect — 

(a) in cases where the application for recognition 
has been received by the Commissioner of 
Income-tax before the 31st May 1930 — on 
31st March 1930. 

(5) in other cases on the last day of the month in 
which the order is made, or, at the request 
of the employer, on the last day of any later 
month in the same financial year. 

4. An appeal under sub-section (5) of section 58-B shall 
be in the following form and shall be verified in the manner 
indicated therein : — 

Form of appeal against non-recognition of a Provident 
Fund by a Commissioner of Income-tacc. 

To 

The Central Board of Revenue. 

The petition of employer (s) 

carrying on business, profession or at 

. Your petitioner(s) applied to the Commissioner 
of Income-tax under section 58-B of the Indian Income-tax 
Act, 1922, for the recognition of the provident fund main- 
tained by them (him) for the benefit of their (his) employees. 
The Commissioner of Income-tax has refused recognition 
for the reasons stated in his order dated of 

which a copy is attached.; 
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For the reasons set out below your petitioner(s) sub- 
mits) that the fund should be recognised; and pray(s) that 
the Central Board of Revenue may be pleased to accord 
recognition. 

Grounds of a'p'peal. 

~ the petitioner(s) named in 

the above petition do declare that what is stated therein 

is true to the best of — information and belief. 

my 

Signature 

Address of Appellant. 

Date 

5. The accounts of a recognised provident fund shall be 
prepared at intervals of not more than twelve months. 

6. An account shall be maintained for each subscriber 
. to the fund in the following form : — - 



Name Date of joining Fond. Account closed. 

dato 

Paid to employee 
lapsed to employer or to land 

( Kecovery-by employer. 
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7. An abstract for the financial year or other appli- 
cable accounting period of the individual account of each 
employee participating in a recognised provident fund 
shall be furnished by the trustees to the Income-tax Officer 
of the area in which the employer conducts his business, 
profession or vocation, or to such other Income-tax Officer 
as the Commissioner may, in each case, direct, not later 
than the fifteenth day of June in each year. It shall be in 
the form prescribed in rule 6, but shall show only the totals 
of the various columns thereof for the financial year or 
other accounting period. It shall also give an account of 
any temporary withdrawals by the employee during the 
year and of the repayment thereof. 

8. The account to be made under the provisions of sub- 
section (1) of section 58-J. shall show in respect of each 
employee (i) the total salary paid to the employee during 
the period of his participation in the provident fund, ( n ) 
the total contributions, (Hi) the total interest which nas 
accrued thereon, and (iv), so far as may be, the percentage 
of the employee’s salary in accordance with which contri- 
butions have been made by the employer and employee. 


CENTRAL BOARD OF REVENUE. 

Notification No. 35. dated the 12th July 1930. 

In exercise of the powers conferred by sub-section (7) of 
section 33A of the Indian Income-tax Act, 1922 (XI of 
1922), the Central Board of Revenue makes the following 
rules : — 


Rules. 

(1) The Commissioner of Income-tax on receipt of an 
appeal under section 33A of the Indian Income-tax Act, 
1922, shall, unless, in pursuance of the proviso to sub-sec- 
tion (3) of that section, the appeal is withdrawn, appoint a 
Board of Referees consisting of not less than three and not 
more than five members chosen by him, subject to the provi- 
sions of sub-section (6) of that section, from a panel consti- 
tuted and maintained by the Central Board of Revenue. 

(2) Appointments to, and resignations or removals from, 
the panel shall be published in the Gazette of India. 
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( 3 ) The names of the members chosen by the Commis- 
sioner shall be communicated to the appellant within one 
week of receipt of the appeal in the Commissioner’s office or 
of the decision of the Commissioner under section 33, as 
the case may be. 

( 4 ) Within a period of 15 days from the receipt of the 
communication, the appellant may object, without giving 
any reasons, to the inclusion of any name or names in the 
Board, and submit the names of not less than five members 
of the panel to whom he will not object. 

( 5 ) In the event of an objection to any name, the Com- 
missioner shall substitute a fresh name therefor, but shall 
not be bound to accept a name submitted by the appellant, 
and shall communicate it forthwith to the appellant. 

( 6 ) The appellant may not subsequently object to the 
inclusion in the Board of any name submitted by himself., 

(7) The appellant shall be allowed one further period of 
fifteen days in which to object to names not originally 
included by the Commissioner nor submitted by himself. 

( 8 ) If the appellant has twice objected to the constitu- 
tion of the Board proposed by the Commissioner, the 
Central Board of Revenue shall settle the composition of 
the Board and the decision of the Central Board of Revenue 
shall be final. 

( 9 ) The time and place of the first meeting of the Board 
shall be fixed by the Commissioner after consulting the 
members. The time and place of subsequent meetings shall 
be fixed by the Board and announced to the appellant and 
the Commissioner. 

( 10 ) The members of the Board shall elect their own 
Chairman. 

( 11 ) The decision of the Board shall be the decision of 
the majority of members present. All the members present 
shall sign the report, and any member who differs from 
the others may record a dissenting minute. Should there 
be an equality of votes, the Chairman shall have a casting 
vote. No decision of the Board which is signed by less than 
half the members shall be valid. The proceedings of the 
Board shall not be invalidated merely by reason of the 
absence of a member or his failure to sign the report of 
the Board. 




PART III. 


NOTES AND INSTRUCTIONS 
REGARDING THE INCOME- 
TAX LAW AND RULES. 
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NOTES AND INSTRUCTIONS REGARDING THE INCOME- 
TAX LAW AND RULES. 

1. Extent of the Act. [ Section 1 (2).]— This sub-section 
governs the whole of the Act and defines the areas to which the Act 
.applies. Section 7 (2) on the other hand governs ■ merely the taxa- 
tion of particular classes of income. 

The words “ and to all other servants of His Majesty in those 
dominions ” were added in the Act of 1918 as it was considered 
advisable to abandon the previous limitation, in the case of persons 
serving outside British India, of liability to British subjects, since 
it not infrequently happens that subjects of Indian States are taken 
into Government employment and sent to serve in places outside 
British India. 

The words. “ including British Baluchistan ” were inserted in 
the Act of 1922. Prior to the passing of that Act, the Income-tax 
Act was appplied to British Baluchistan by notification in a restric- 
ted form, income-tax being, under the notification, leviable only 
upon salaries received by persons in the service of, and paid by or 
on behalf of, Government or of a local authority established in the 
exercise of the powers of the Governor-General in Council. The 
Act now applies in full force to the whole of British Baluchistan. 

The whole of the. Act, with the- exception of sections 7 (2) and 
84, has been applied to the Civil and Military Station, Bangalore, 
and the District of Abu, while to Berar the whole Act except section 
7 (2) has been applied. Only so much of the Act has been applied 
to the Cantonment of Baroda, the British administered areas in 
Central India and the British administered areas (excluding Rail- 
way lands) in the Bombay Presidency, as relates to the assessment 
and collection of income-tax on salaries of Government servants or 
of .local authorities established in the exercise of the powers of the 
Governor-General in Council. 

The Civil and Military Station of Bangalore, Berar and the 
District of Abu are distinct from British India and, strictly 
speaking, all profits accruing or arising or received in British India 
or deemed to accrue or arise or to be received in British ‘ India are 
liable to tax even if they have already been taxed in those areas. 
Similarly, all profits accruing or arising or received in any of 
those areas or deemed to accrue or arise or to be received in those 
areas are liable to tax even if they have already been taxed in 
British India. Berar is practically treated as part of British India 
for purposes of assessment and no question of double taxation arises. 
When the same profits are taxed both in British India and. in the 
Civil and Military Station of Bangalore, a deduction or refund 
is given in British India equal to the tax levied on such profits in 
the Civil and Military Station if the headquarters of the firm or 
company, etc., are in British India, and a similar refund or deduc- 
tion is given at Bangalore if the headquarters of the firm or company 
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are at BaEgalore. Tlie whole of the Act has also heeri applied to 
An gul , but under a notification issued under section 60 of the Act, 
the income of persons in that District other than persons in the 
service of Government has been exempted from liability to the 
tax — see paragraph 17 (35). 

TTndei the sub-section — 

(a) the Act applies in Indian States to all persons in the service 
of Government, whatever their nationality. It applies in Indian 
States to persons in the service of a local authority established in 
the exercise of the powers of the Governor General in Council, only 
if they are British subjects or servants of Government lent to the 
local authority; 

(b) the salaries of Government officers seiwing outside India 
are not liable to income-tax unless they are drawn or otherwise 
received in India. 

(c) Frontier Agency tracts and ceded areas are included in the 
term “ dominions of Princes and Chiefs in India in alliance with 
His Majesty ” . 

2. Definition of “ agricultural income [ Section 2 (1).] — 
Agricultural income is exempted from tax under the provisions of 
section 4 (3) (viii) of the Act and any income to be exempted must 
fall within the words of this definition. The definition was amend- 
ed in the Act of 1922 in order to make it clear that rent or revenue 
derived from land used for agricultural purposes [clause (o)] is 
exempt from tax only in cases where the land is assessed to land 
revenue by an authority in British India or is subject to a local 
rate assessed and collected by an authority in British India, and 
that the exemption does not apply to cases where the land pays 
revenue or local rate to authorities outside British India. Clauses 
^ (6) and (c) were also amended at the same time in order to make 
it clear that the limitations in clause (a) apply also to the incomes 
specified in clauses (6) and (c), so that income derived from agri- 
culture will only be exempt if the agriculture is in respect of land 
on which land revenue or local rate is paid to an authority in British 
India. 

A further amendment was also made by the Act of 1922 in clause 
<&) (Hi). Under the previous Acts profits from the sale by a culti- 
vator or receiver of rent-in-kind of the produce raised or received by 
him were included under “ agricultural income ” only in cases 
where the cultivator or receiver of rent-in-kind did not keep a shop 
or stall for the sale of such produce. Under the present Act profits 
derived by a cultivator from the sale of the produce raised by him 
are included in the term “ agricultural income ” where the produce 
is sold in its raw state, that, is, if no process has been performed in 
respect of the produce other than a process of the nature described 
in sub-clause (ii). The tax therefore is now not leviable on the 
profits derived by a cultivator or receiver of rent-in-kind from the 
sale of the raw produce raised or received by him even if he keeps 
a shop for the retail vend of such raw produce. 
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If a laud-owner grows on liis own land .which, is assessed to land 
feverine fbrests or trees and derives income therefrom, lie is.niot 
liable to income-tax on suck incodie. Persons, 'however, who take 
contracts in forests for the cutting down and selling of timber are 
liable to tax on the profits from such transactions. 

Assignment of land revenue to a Jagirdar is not assessable to 
income-tax in the bands of the Jagirdar.v 

Interest on arrears of rent of land used for agricultural purposes 
is part of the rent derived from the land ) and is therefore not liable 
to income-tax, subject to the exception that if the arrears are secured 
by a bond and ara therefore recoverable by civil suit- such interest 
is taxable. 

Buie 23 prescribes the manner in which profits and gains shall 
be arrived at in the case of ihcoid.es derived in part from agriculture 
and in part from business, and provides- for the separation of 
industrial from agricultural profits in cases where the agricultural 
raw produce • is worked up for the market. Assessing authorities 
should determine what portion Of "profits derived in part from in- 
dustry and' in part f'rOm agrictilture^ should be regarded as derived 
from industry and agriculture respectively taking into account the 
circufnstances of each case i ■ • 

In the. case of tea,, where the person growing, manufacturing 
and selling tea has separate purely, agricultural, income (e.g. y '$x'om 
rent or cultivation of. land on which fea is not grown)' no account 
shall be taken of such income in calculating the profits liable to tax. 
Some ; concerns again .are engaged in . the growing of tea seed. 
Where the tea. seed is produced for the use of the assessee, it must, 
of course, be included in ‘the profits: No tax should, however, be 
levied On the profits derived from the growing of tea seed in cases 
where the tea seed -is sold to a third party and where separate 
accounts are maintained for the expenditure and receipts for the . 
growing of the seed. Although under section 10 (2) (ix) of the Act 
the only expenditure that can be allowed to be set against profits 
is expenditure incurred solely for the purpose of earning the profits 
or gains taxable' in any year, it -will only be fair in the case of tea 
concerns to allow as a charge against profits the whole of the cost of 
.the upkeep (e.p„ weeding and draining) of extensions of the estate 
which are not in bearing. No allowance can be made on account 
of any capital expenditure in cOnnection with such extensions, such 
as the acquisition , clearing and draining "of the land, the making 
of roads, or the erection of buildings before the cultivation begins, 
but when once the cultivation has begun' with the completion of the 
planting, the annual cost of the upkeep of such extensions should be 
allowed as a business extension even although the expense is not in 
bearing. ' : 

The following principle should, be adopted' in calculating the net 
dividends and regulating .refunds on dividends, paid from profits 
that are only partly taxed; in. the hands of the company, e.g., com- 
panies a part of whose income arises or accrues outside British 
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India and is not received in British India or part of whose income- 
' is derived from tax-free securities: — 

If x per cent, of the profits pay tax in the hands of the com- 
pany, the total income of the shareholder for the purpose 
of refunds is x per cent, of the net dividend multiplied 
by 32/29 taking the. maximum rate of income-tax as 
1 anna and 6 pies. That part of the profits of the 
company which is not taxed in its hands will, of 
course, be taxable in the hands of the shareholder under 
Section 14 (2) (a) if the income is liable to tax under 
Section 4 (1) and is not exempt under Section 4 (3) or 
under one of the notifications issued under Section 60. 
But no addition on account of- income-tax should be 
made to the part of the dividends not taxed in the hands 
of the company in computing the shareholder’s total 
income. 

Illegal abwabs are taxable since they do not come within the 
definition of “ agricultural income So also are the following 
items, viz: — (a) fees received from land used for storing purchase 
of crops ( Paiali ), (b) punyaha nazar or nazar paid by tenants of 
agricultural holdings at the beginning of the zemindari year, (c) 
nazar for petitions presented to the zemindars dealing with ques- 
tions of successions, settlement and partition (Baja Probhat Chandra 
Barua versus King Emperor, High Court of Bengal Beference No. 1 
of 1926 (II, Srinivasan Tax Cases, page 392) and Privy Council 
Appeal in the same case). On the other hand, the ruling in the 
Bengal High Court Case No. 40 of 1920, Birendra Kishor Manikya 
versus Secretary of State for India (I, Srinivasan Tax Cases, page 
67), in which it was held that though the premium -paid for the 
settlement of waste lands or abandoned holdings might reasonably 
be regarded as “ rent or revenue ” derived from land, as used in 
this definition, the same considerations did not apply to the Salami 
or premium paid to a land-holder for recognition of a transfer of a 
holding from one tenant to another, has been overruled, in respect 
of the salami in question, by a Full Bench of the High Court of 
Bengal in Beference No. 1 of 1925, Nawabzadi Mehan Bano 
Khanum versus Commissioner of Income-tax, Bengal (II, Sriniva- 
san Tax Cases, page 99); this Full Bench decision was followed 
by the Patna High Court in Case No. 47 of 1926, Maharajadhiraj 
of Darbhanga versus Commissioner of Income-tax, B. & 0., (Ill, 
Srinivasan Tax Cases, page 158) and again maintained (by wav of 
obiter dictum) in the High Court’s subsidiary decision in the 
Beference case, already quoted, of Baja Probhat Chandra Barua. 

The main judgment in that Beference (which was upheld by 
the Privy Council) dealt, not with the question of what is exempt 
under the Act as agricultural income but with the question whether 
non-agricultural income from permanently settled land is exempt 
under the Settlement , and answered that question in the negative. 

Again in the Patna High Court Case No. 74 of 1919, in the 
matter of Bhikanpur Sugar Concern (I, Srinivasan Tax Cases, 
i - Correction List No. 1. 
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in the case of firms. All firms whether registered or unregistered 
(see paragraph 10) are liable to pay income-tax- but while unregis- 
tered firms are liable to pay super-tax, registered firms are not. 
The income of registered firms is liable to super-tax in the hands 
of the individual partners of the registered firm. Co-operative 
Societies, Clubs (not being companies) and Chambers of Commerce 
are examples of “ association of individuals.” 

' Private provident funds of companies and firms should not be 
assessed to income-tax as “ other associations of individuals,” 
otherwise than by deduction at the source upon their income from 
investments and should not be charged to super-tax at all. They 
are also eligible for refund of tax under Section 48 if they comply 
with the provisions of that section. 

4. Definition oj “ company.” [Section 2 (£).] — This defini- 
tion includes all companies constituted in the Dominions of the 
Crown, while the latter part of the definition is confined to such 
foreign associations as the Central Board of Revenue may desire 
to treat as companies for the purposes of the Act. The object of 
this latter part is to include associations such as the French Soddtes 
Anonymes which, though incorporate bodies, have many charac- 
teristics in common with the companies recognised by our law, if 
the Central Board of Revenue thinks that they should be treated 
as companies for the purposes of the Act. 

5. Trading operations oj Indian Stales and Dominion Govern- 
ments.— Any trade or business in British India carried on by the 
Governments of Indian States or of any part of the British Empire, 
other than the Government of India or a Local Government, and 
the property occupied and goods owned in British India for the 
purpose of such business are, under the provisions of the Govern- 
ment Trading Taxation Act (III of 1926), liable to taxation under, 
the Indian Income-tax Act in the same manner and to the same 
extent as in a like case a company would be. Before attempting 
to assess the income of such Government, the Income-tax Officer 
should serve a notice under section 2 (12) (b) of the Indian Income- 
tax Act upon some representative of the said Government in British 
India declaring his intention of treating such representative as the 
principal officer of such Government. 

6. Definition of 11 previous year.” [ Section 2 (II).] — Under 
section 3 of the Act, assessable income is to be computed with re- 
ference to a fixed period which is known as the “ previous year.” 
This fixed accounting period, the income, profits and gains of which 
alone are taken into consideration in making an assessment, is 
treated as isolated, without any consideration of what went before 
or w'hat came after. The definition of the phrase “ previous year ” 
in the Act of 1918 restricted the accounting period to a period of 12 
calendar months. The period of 12 calendar months was the period 
ending on. the 31st day of March next preceding the year for which 
the assessment was' -to be' made, but the assessee was given an 
option of adopting a year of 12 calendar months ending on a 
date other than the 31st of March if that was the date up to which 
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his accounts were made up. This gave rise to difficulties in the 
case of certain communities, whose commercial year is not neces- 
sarily a calendar year, but is a period which, expressed in calendar 
months, varies from year to year,' and in one year may he slightly 
over and in another slightly under 12 months. Again, under the 
definition in the Act of 19113, any year which was adopted in place 
of the financial year had to terminate at some period within the 
previous financial year, and as there are numerous cases where the 
commercial year terminates in the month of April, the returns 
and accounts on which the assessment was based in such cases 
related to a period more than 12 months prior to the date of assess- 
ment. While the definition of the phrase in the Act of 1918 has 
been repeated practically without alteration in clanse (a) of thiB 
sub-section, clause (6) is a new provision providing for the difficul- 
ties referred to above. Under this clause the Central Board of 
Revenue or the Commissioner of Income-tax in a province, if 
authorised by the Central Board of Revenue, may del ermine as the 
“ previous year ” a commercial year which may he slightly over 
or slightly under 12 months, and which may terminate on a date 
subsequent to the end of the previous financial year. The Central 
Board of Revenue lias authorised the Commissioner of Income-tax 
in each province to determine as the “ previous year ” in the case 
of any person, business or company, or class of persons, business or 
company, 

(«) a commercial year which may consist of more or less than 
12 months provided that no commercial year which may 
extend to less than 11 or more than 13 calendar months 
in any one year shall be so determined ; and 
(b) a commercial year terminating after the end of the previous 
financial year, provided that no commercial year ter- 
minating later than one month after the end of the pre- 
vious financial year, shall be so determined. 

Where the Commissioner desires that a “ previous year u should be 
recognised which does not come within his powers of sanction as 
stated above, he must obtain the orders of the Central Board of 
Revenue, ... . 

Income-tax Officers are, therefore, debarred from .treating as a 
“ previous year ” any period which does not come within .the 
definition in clause (a) unless, such “ previous year ” has been sanc- 
tioned either by the Income-tax Commissioner or the Central Board 
of Revenue. 

Under the proviso to clause (a) an assessee who has, after the 
31st March 1922, once exercised the option of selecting as his 
“ previous year ” a year terminating on a date other than the 31st 
day of March within the previous financial year, may not again 
exercise that option except with the consent of the Income-tax 
Officer, and upon such conditions as he may think fit. Income-tax 
Officers in dealing with such cases, and Commissioners in dealing 
with cases under sub-clause (b), should take steps to secure that 
the changing over from one previous year to another shall not 
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result in any loss of revenue. The convenience of an assessee in 
this matter must be studied so far as possible, as it is desirable that 
the accounting period for income-tax purposes should be the same as 
the accounting period according to which an assessee makes up his 
accounts for -the purposes of his -business, but in the actual year of 
change conditions should be laid down sufficient to secure that the 
substitution of one year for another shall not result in any profits 
of an assessee escaping assessment. 

If an assessee closes his accounts on different dates for different 
businesses or different sections of the same business, or different 
sources of income his income should be calculated separately for 
each business, section of business or source, according to the account- 
ing year adopted for it and the aggregate of the incomes thus com- 
puted should be treated as the income of the previous year. Each 
of the years of which the' 1 income is thus added together must, of 
course, satisfy the definition of ‘ previous year ’ in Section 2(11) 
of the Act with reference to the same year of assessment. - 

If an assessee' for some special reason closes his accounts on a 
particular occasion on a date different from — usually later than— - 
that which he usually adopts, ordinarily proportionate profits of 12 
months out of the (say) 14 or 15 months for which the accounts are 
closed should be taken for the current assessment, and the balance 
of profits for the remaining 2 or 3 months should be left over to 
be included in the next year’s assessment. In special cases, when 
the Income-tax Officer has reason to believe that the temporary 
extension of the accounting period has been resorted to bv the 
assessee with some ulterior motive, he may use the discretion given 
to him by the proviso to section 13 of the Act. 

7. Definition of “ Principal Officer.” [ Section ■ 2 (-72).]— 
Income-tax Officers should treat as the “ Principal Officer ” of a 
local authority or company or other public body or association in 
the first instance the officials specified in clause (a); it is only in 
cases where the Income-tax Officer has no information regarding 
the persons who discharge the functions of the officers mentioned 
in clause (a) or where such persons cannot be found, that he should 
use the powers conferred by clause (6) of treating as the principal 
officer any other person connected with the company, public body 
or association. 

8. 'Meaning of the term ” local authority .” — “Local autho- 
rity,” a phrase used in sections 2 (12), 4 (3) (Hi), 7 and 21, is 
defined m section 3 (28) of the General Clauses Act as 

“ a municipal committee, district board, body of port commissioners or other 
authority legally entitled to, or entrusted by the Government with the control 
or management of,, a municipal or local fund.” , 

9. Definition of “ public servant.” [ Section 2 (72).] — This 

definition is. of importance for the purposes of section 54 of the Act. 
The. definition of the phrase in the Indian Penal Code contains the 
following: — V' . , . 

. “ Tho words * public , servant ’ denote a person falling under any of the 
descriptions hereinafter following, namely : — 

Ninth. — Every officer ' whoso duty if is, as such officer, to take, receive, 
keep, or expend any property on behalf of Government, or to make any sur- 
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vey, assessment or contract _ on behalf of Government, or to execute any 
revenue-process, or to investigate, or to report on any matter affecting the 
pecuniary interests of Government, or to make, authenticate or keep any 
-document relating to the pecuniary interests of Government, or to prevent 
the infraction of any law for the protection of the pecuniary interests of 
Government, and every officer in the service or pay of Government or remu- 
nerated by fees or commission for the performance of any public duty; 

Tenth . — Every officer whose duty it is, as such officer, to take, receive, 
keep or expend any property, to make any survey or assessment, or to levy 
any rate or tax for any secular common purpose of any village, town or dis- 
trict, or to make, authenticate or keep any document for the ascertaining 
of the rights of the people of any village, town or district. 

Explanation 1. — Persons falling under any of the above descriptions are 
public servants, whether appointed by the Government or not. 

Explanation 2. — Wherever the words 1 public servant ’ occur, they shall 
be understood of every person who is in actual possession of the situation of 
a public servant, whatever legal defect there may be in his right to hold that 
situation. 

10 . Registered and Unregistered Firms [Sections 2 (14) and 
(16) 14 (2) (b) and 26 A.] — Rules 2 to 6 prescribe the method of 
registering a firm. A firm to be registered must he constituted 
under an instrument of partnership which definitely specifies the 
individual shares of the partners in the profits of the firm. The deed 
of partnership to he registered both for purposes of assessment to in- 
come-tax and super-tax is that in force in the year in which the 
assessment is made. An application for registration may he made 
at any time before the assessment of the income of the firm is made 
but it is desirable that the application should accompany the return 
under section 22 (2) of the Act. If an application is made after 
the assessment of the firm, it should be returned to the person 
presenting it as out of time. Even if such an application is ac- 
cepted it can have no effect on the assessment for that 'year, vide 
decision in the Allahabad High Court Case No. 223 of 1923, in 
the matter of Lallamal Hardeo Dass Cotton Spinning Mill Com- 
pany of Hathras (I, Srinivasan Tan Cases, page 266). The dis- 
tinction between a registered and unregistered firm for the purposes 
of this Act is : — 

(1) Income-tax is assessed upon the profits of a registered firm 
at the maximum rate whatever the amount of the profits of the 
registered firm may be (see Einance Act) ; and a member of such a 
registered firm, on satisfying the Income-tax Officer that such maxi- 
mum rate is higher than the rate applicable to his “ total income,” 
may get a refund on his share of those profits calculated at the 
difference between the two rates [see section 48 (2)],’ such share 
of the profits being included in the “ total income ” of such mem- 
ber for the purpose of determining the rate applicable [see section 
16 (2)]. In the case of an unregistered firm income-tax is levied 
on the income of the firm at a rate graded according to the profits 
of the firm as if it were an individual (see Einance Act) ; a member 
of such a firm is not entitled to any refund, but his share of the 
profits of the firm is included in his “ total income ” for the purpose 
of determining the rate at which he shall pay income-tax on any 
other income [see section 16 (2)]. 
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The profits of a registered firm are liable to tax at tlie maximum 
rate eveu if they are less than Us. 2,000, while an unregistered 
firm is not liable to income-tax if its profits in any one year are less 
than Its. 2,000. But where the profits of an unregistered firm are 
not assessed to income-tax, they are liable to tax in the hands of 
the individual members of the firm, that is, they are included in 
the assessable income of the individual member [see Finance Act 
and section 14 (2) (6)] ; 

(2) A registered firm is not liable to super-tar, tlie share of in- 
dividual members in the profits of such a firm being included in 
the income of each individual member for the purposes of super-tax. 
An unregistered- firm - is, however, liable to super-tax (like an 
individual) on that amount of the profits of the firm which is in 
.excess of Rs. 50,000 (see Finance Act and section 55 of the In- 
come-tax Act). Super-tax is not payable by an individual having 
a share in an unregistered firm in respect of the profits of the 
unregistered firm, except, in cases where the profits of the un- 
registered firm have not been assessed to super-tax (see section 55 
proviso). 

II. Definition of u total income \_Section 2 ,(7-5).] — The 
phrase “ total income ” is used in sections 3, 15 (3), 16 (1), 17, 
22 (2) and (2), 23 (1) and (3), 48, 55 and 56. The necessity for the 
definition and for the use of the phrase is due to the fact that, as 
stated in paragraph 3, tax is payable not only by individuals but 
also by firms, companies, Hindu undivided families and other asso- 
ciations of individuals; that is the- Act provides for taxation at the 
source in certain cases arid for taxation in the hands of the individual 
recipient in others. Whether, however, tax is deducted at the 
source or in the hands of the individual recipient, it is the total 
income of the individual recipient from all sources to which the 
Act applies that determines his liability to income-tax (that is, 
whether, his total income amounts to Rs. 2,000), and the rate at 
which he has to pay income-tax on the whole of his income. Tbe 
solitary exception is in the case of Hindu undivided families, income 
from which [under section 14 (1) read with section 16 (7) of the 
ActJ is not included in the total income of the individual recipient. 
Again, there are certain classes or portions of income such as the 
amounts deducted from salaries under the proviso to section 7 (7), 
contributions to a recognised provident fund exempt under section 
58-F (2), the sums paid on account of insurance premia under 
section 15, securities issued income-tax free by the Government of 
India or by local Governments under the provisos to section 8, on 
which income-tax is not payable, but all such sums are included 
in the total income of the assessee for tlie purpose of determin- 
ing his liability to income-tax and tbe appropriate rate at which 
the tax shall be levied. There is, however, no taxation at the 
source in the case of super-tax, nor are there any portions of income 
(other than income derived from a Hindu undivided family by a 
member or from an unregistered firm in the special case mentioned 
in the proviso to section 55) which are exempted from payment of 
INCOME-TAX G 



1114 ] 


130 


super-tax and it is upon the total income that super-tax is charge- 
able in the hands of the individual. 

i 

12 . Graduation of income-tax. ( Section 3.) — The Income-tax 
Act deals merely with the basis, the methods and the machinery of 
assessment, and does not contain, as the previous Acts did, schedules 
specifying the rates at which income-tax shall be charged. These 
rates are determined by the Finance Act which is passed annually 
by the Central Legislature. The rates prescribed by the current 
Finance Act will be found at the end of Fart I of this Manual. 
The same lemarks apply to super-tax (see section 55 of the Act). 

13 . Definition of “ Income ( Section 3). — Section 3 of the 

Act of 1918 provided that the Act should apply to “ income ”. 
Difficulties were experienced in regard to the assessment of business 
profits owing to a High Court ruling that the word “ income ” in 
that section meant income actually or constructively received and 
that the use of the word in that sense in the said section restricted 
and limited any interpretation to be placed upon the following 
sections of the Act which specified the different classes of income 
liable to the tax. This interpretation would, if strictly followed, 
have caused considerable inconvenience in assessing business profits 
to those assessees who keep their accounts not on the basis of sums 
actually received and sums actually paid out but on the principles 
of mercantile accountancy, by the preparation of a profit and loss 
account and the comparison of the value of the stock in hand at 
the beginning and at end of each year, since such assessees would 
have been required to recast the whole of their accounts on a cash 
basis for income-tax returns. There were other directions also in 
which so strict an adherence to the interpretation placed on the 
word “ income ” would have caused difficulties. For this reason 
the phraseology in section 3 and in other sections of the present 
Act has been re-worded. The plan adopted has been not to attempt 
a general covering definition of “ income ” , but to prescribe that 
the tax shall be chargeable not upon “ income ” (whether “ in- 
come 55 be deemed to mean actual receipts and expenditure or any 
other general definition) but in respect of ” all income, profits or 
gains ” as set out and defined in section 4 and sections 6 to 12 of the 
Act. If there is any class of income that does not fall within the 
words that impose the charge in those sections, that class of income 
is not within the scope of the tax. 

For the method of accounting to be adopted in computing 
“ income, profits or gains.' 5 see paragraph 37. 

14 . Accounting period to be adopted for determining assessable 
income. ( Section 3). — Under the Act of 1918 tax at the rates 
fixed for any year was levied on the income of that year 1 . A provi- 
sional assessment 'was first made on the income of the preceding 
year and this assessment was subsequently adjusted and corrected 
when the income of the year in which the provisional assessment 
was made was ascertained. This system has now been abolished 
in the present Act which provides for the tax at the rates sanctioned 
for any year being assessed finally on the income, profits and gains 
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of the “ previous year ” (see paragraph 6) and for the abolition 
of the adjustment system except in the cases specially provided 
for in section 25. The exceptions to the general rule that assess- 
ments are made finally on the profits of the previous year axe con- 
tained in this section. Under the first two sub-sections of sec- 
tion 25, in order to guard against a possible loss of revenue 
owing to delay in making assessments on the profits of businesses 
that close down during the course of a financial or commercial 
year, it is provided that in such cases, in addition to the assessment 
on the income of the previous year, a further assessment may be 
made in the year in which a business, profession or vocation is 
closed down on the income of that year. This is merely a dis- 
cretionary and not an obligatory method of assessment to be adopted 
in exceptional cases where delay in making the assessment might 
lead to a loss of revenue. 

The other class of cases provided for in sub-section (3) of section 
25 is confined to those particular businesses, professions or vocations 
on which tax bad been charged under the provisions of the Act 
of 1918. Since the abolition of the adjustment system meant that 
in the* ease of those particular business the tax would, had no 
special provision been made, have to be paid on the profits of one 
year more than under the system in force under tlie Act of 1918, 
it is specially provided that in the year in which such businesses, 
professions or vocations close down, the adjustment provided for 
m the Act of 1918 shall be made. 

15 . When income earned outside British India is taxable. 
[Section 4 (1).] — The Act applies to all income from whatever 
source it is derived if it accrues or arises or is received in British 
India, or is, under the provisions of the Act, deemed to accrue or 
arise or to be received in British India. The tax is, therefore, 
payable on all income arising or accruing in British India whether 
the recipient resides in British India or not [ see Madras High Court 
Case Ho. 4 of 1921, Chief Commissioner of Income-tax, Madras, 
uerms Bhanjee Ranijee & Company (I, Srinivasan Tax Cases, page 
147)'). The tax is also payable in respect of income received in 
British India irrespective of whether it accrued or arose within or 
without British India. Tax is also payable in respect of income 
which is “ deemed under the provisions of this Act to accrue or 
arise or to be received in British India.” The particular cases 
where income is “ deemed under the Act to accrue . or arise 
or to be received in British India ” are specified in section 4 (2), 
section 7 (2), section 11 (3), and section 42. 

Section 4 (2) was inserted in the present Act owing to the tax 
having previously been evaded in the case of income accruing or 
arising out of British India and received in British India by bring- 
ing in the said income at intervals and claiming that as such income 
was not received in British India in the year in which it arose or 
accrued out of British India, it was, when brought into British 
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India, not income but accumulated profits or savings or capital. 
The sub-section is restricted in its application to the case of business 
profits or gains and provides • with respect to such profits or gains 
that they shall be deemed to 'be profits and gains of the year in 
which they are received or brought into British India notwith- 
standing that they did not accrue or arise in that year, provided 
that they are so received or brought in within three years of the 
end of the year in which they accrued or arose. The provision 
relates, of course, merely to income, profits or gains, and not to 
the importation of capital; it provides for the inclusion in the 
assessable income, profits or gains of the year in which it was 
received or brought into British India, of business profits or gains 
accruing or arising within the previous three years which Would, 
apart from the provisions of this sub-section, have been taxable 
had they been brought into British India in the year in which they 
arose or accrued. 

A person resident in British India carrying on and controlling 
a business abroad is not, therefore, liable to tax on the profits of 
the lousiness abroad unless and until such profits are received or 
brought by him into British India, and when so brought or received 
he is only liable to tax on the profits of the last three years, but 
the profits of those three years are included in his taxable income 
of the year of receipt. 

A money-lender resident in an Indian State who advances loans 
in an Indian State to persons residing in British India and who 
receives his interest in the State is not liable to pay income-tax on 
the interest which he receives. <- 

In the Madras High Court Case No. 4 of 1919, Board of 
Revenue, Madras, versus Ramanadhan Clietty (I, Srinivasan Tax 
Cases, page 37), it has been held that profits derived from business 
carried on outside British India by persons resident in British 
India are not liable to assessment under the Act if the profits are 
not remitted to British India. The assessee in this case who 
resided in British India was a proprietor of a money-lending busi- 
ness carried on by his agents in various places outside British India. 
The only part taken by the proprietor in the business was to 
acquaint himself with the state of business abroad and occasion- 
ally to issue general instructions, and it was not disputed that none 
of the income accruing abroad had ever been transmitted to him 
in India. 

In the Bengal High Court Case No. 5G of 1921, Bengal Nagpur 
Railway Company, Ltd., versus Secretary of State for India (I, 
Srinivasan Tax Cases, page 178), it has been held that the Bengal 
Nagpur Railway Company is not liable to pay tax on the interest 
guaranteed by the Secretary of State. This (ruling should be - 
followed in the case of all Railway companies where the interest 
is guaranteed by tlie Secretary of State and is paid in England 
only. It does not apply to cases where the interest is guaranteed 
by an authority other than the Secretary of State or is paid in 
India. 
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For the special case of tax on interest on sterling securities see 
paragraph 16. 

16 . Is interest on the sterling securities of the Government of 
India or on the sterling securities issued by English companies 
carrying on business in British India liable to Indian income-tax? 
— Where such interest is received by the debenture or security 
holder in British India, it is clearly liable to Indian income-tax 
under section 4 (I); where, however, it is not received in British 
India, the tax will only be payable xmder the terms of the same 
section if the interest can be held to accrue or arise there. “ Accrue 
or arise ” as .used in this connection are general words descriptive 
of a right to receive, and in this view the relevant portion of 
section 4 (2) of the Act may be paraphrased by stating that the 
income to which the Act applies is income received in British 
India or income which there is a right to receive in British India. 
If this test is applied, interest on the sterling securities of the 
Government of India, if not received in British India, will not be 
chargeable with Indian income-tax; and similarlv the interest on 
sterling debentures issued by companies will not l>e chargeable if, 
ns is usually the case, there is a right to receive it in England. 
For the purpose of the test it is immaterial in what currency the 
security or loan and its interest is expressed, and consequently the 
same principle is also applicable in determining the liability to 
Indian income-tax of the interest on foreign (other than sterling) 
debentures. On the other hand, interest on promissory notes of the 
Government of India enfaced for payment in England is liable to 
Indian income-tax, since here the right to receive payment of 
interest is a right to receive it in India, and the concession by 
which Government paper can be enfaced for payment of interest 
in London does not constitute any part of the actual contract 
entered into by Government. 

17 . Exemptions — Incomes excluded from “ total income ”. — In 
addition to the exemptions mentioned in section 4 (3), the following 
further exemptions have been made by the Governor General in 
Council in exercise of the powers conferred by section 60 of the 
Act. 

“ The following classes of income shall be exempt from the tax 
payable under the said Act and they shall not be taken into account 
in determining the total income of an assessee for the purposes of 
the said Act: — 

(1) The official allowance which an agent of a Prince or State 
in India, who has been duly accredited to represent the Prince or 
State for political purposes in any place within the limits of British 
India, receives as such agent in British India from the Prince or 
State; and the official salaries and fees which a consul of a foreign 
State, whether c de carrier ’ or not, and whether a British or a 
foreign subject, or a representative or consular employee of a 
foreign State, not being a British subject, receives in India from 
such foreign State in his capacity of consul, representative or con- 
sular employee. 
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(Tlie latter portion of this exemption applies only to salaries 
and fees received from their Governments and not to any other 
income, profits on gains, accruing or arising to them or received 
by them in British India.) 

(1-A) Sums paid in pursuance of Article 3 of the agreement 
dated the 17th August 1825 between the British Government and 
the King of Oudh. 

(1-B) Income derived from the Bua tax defined in clause (c) of 
section 2 of the Teri Dues Regulation, 1902. 

(2) The salary and allowances paid by a State in India during 
the period of deputation to any person deputed by the State for 
training in British India. 

(3) Scholarships granted to meet the cost of education. 

(4) Such portion of the income of a member of His Majesty’s 
Naval, Military or Air Forces, British or Indian, or of the Royal 
Indian Marine as is compulsorily deducted from his salary by the 
orders, or with the approval of Government for payment to a mess, 
wine or band fund. 

(5) The allowances attached to — 

The Victoria Cross. 

The Military Cross. 

The Order of British India. 

The Indian Order of Merit. 

(5-A) The interest on Government securities held by, or on be- 
half of, Ruling Chiefs and Princes of India as their private 
property. 

(6) * Jangi Inams ’ aivarded to Indian officers, Indian other 
ranks and followers in respect of services in the Great "War. 

(7) The yield of Post Office cash certificates. J 

(8) The interest on deposits in the Post Office Savings Bank. 

(9) The income of a University or other educational institu- 
tion existing solely for educational purposes and not for purposes 
of profit. 

(10) The salary of His Majesty’s Trade Commissioners in 
India. 

(11) The salary of the Canadian Trade Commissioner in India 
at Calcutta. 

(12) The salary of the Trade Commissioner in India of the 
United States of America, and of any members of his staff who 
are" citizens of the U. S. A. and have been detailed for duty with 
the said Trade Commissioner by the Government of the said States. 

(13) The salaries of the correspondent of the International 
Labour Office, New Delhi, and his staff. 

(14) The gratuities which are granted to officers and others in 
respect of wounds or injuries received either in action or in the 
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performance of duty otherwise than in action in His Majesty’s 
Naval/ Military or Air Forces, British or Indian, or in the Auxili- 
ary Force, India, or in the Indian Territorial Force or in the 
Royal Indian Marine. . - ; 

"(15) The gratuities which are granted to the widows, children 
or, other relatives of officers and others who are killed in action or 
suffer violent death due directly or wholly to war service, or are 
killed or die of injuries sustained on flying duty or while being 
carried on duty in air craft under proper authority or die within, 
seven years from wounds or injuries so received. 

(16) Betiring gratuities with increments thereto granted upder 
the rules framed by the Secretary of State in Council in pursuance 
of the Itoyal Warrant, dated the 25th April 1922. 

(17) Gratuities sanctioned under Army Instruction (India), 
.No. 223, dated the 21st March, 1922, for regular Itoyal Engineer 
Officers on the Indian establishment belonging to the Survey or 
Railway Department and regular Indian Army Officers of the 
Survey Department. 

(18) Gratuities granted to Assistant Surgeons of the Indian 
Medical Department in Military employment declared surplus to 
establishment under Army Instruction (India), No. 516 of 1924. 

(19) Gratuities which are granted by the Railway Board or 
under general orders issued by the Railway Board to employes 
on their retirement or discharge from service or, in the event of 
their death while in service, to their widows or children or other 
members of their families. 

(20) Extraordinary gratuities which are granted by Government 
or by Railway Administrations to Government or railway servants^ 
(or to their widows, children or other representatives, as the case 
may be) who are injured or killed in the execution of their duties 
or who suffer injury or death owing to devotion to duty. 

(20-A) Gratuities granted to the staff of the Indo-European 
Telegraph Department in pursuance of the Resolution of the Secre- 
tary of State for India in Council dated the 24th June, 1930. 

(20-B) Gratuities granted under paragraph 6 of Army Instruc- 
tion (India), No. 101, dated the 9th September, 1930. 

(21) The allowance or salary paid in the United Kingdom to 
officers of Government on leave or duty in that country whether 
such allowance or salary is paid in sterling in the United Kingdom 
or by means of negotiable rupee drafts on a bank in India. 

(22) The leave allowance or salary drawn from any Colonial 
Treasury by officers of Government oh leave or duty in the Colony. 

(23) Leave salaries or leave allowances paid in the United 
Kingdom or in a Colony, to officers of local authorities, or to the 
(employes of Companies, • or of private employers on leave in the 
United Kingdom or in such Colony. 

f . (24) Vacation salaries paid in the United Kingdom or in a 
Colony to Judges of High Courts or of Chief Courts, to Judicial 
\ Correction List No. 1. 
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Commissioners, or to other officers of Government, when on vaca- 
tion therein. . 7 . : \ 

( 26 ) The pensions of officers of Government residing out of 
India drawn from any Colonial Treasury or paid in ' the United 
Kingdom, whether such pensions are paid in sterling or by means' 
of negotiable rupee drafts on a bank in India. 

(26) The salaries of the light house keepers of light houses in 
the Red Sea, 
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(27) The pensions paid in the United Kingdom or in a Colony 
to officers of local authorities or employes of companies or of 
private employers, such officers or employes being resident out of 
Ind la . 

(28) The interest on Mysore Durbar Securities. 

(29) Pensions granted to officers of His Majesty’s Naval, Mili- 
tary or Air Forces, British or Indian, or of the Auxiliary Force, 
India, or of the Indian Territorial Force, or of the Boyal Indian 
Marine in respect of wounds or injuries received in action or iti 
the performance of their duties as members of such forces other- 
wise than in action. 

(30) Pensions granted to members of His Majesty’s Naval, 
Military or Air Forces, British or Indian, or of the Auxiliary 
Force, India, or of the Indian Territorial Force, or of the Boyal 

, Indian Marine, who have been invalided from service with such 
forces on account of bodily disability attributable to, or aggravated 
by, such service. 

(31) Value of rations issued ip kind or money allowances paid 
in lieu thereof, to any officer or other rank in His Majesty’s Naval, 
Military or Air Forces, British or Indian, or in the Auxiliary 
Force, India, or in the Indian Territorial Force, or in the Boyal 
Indian Marine; and 

(32) Value of rent-free quarters occupied by, or money allow- 
ance paid in lieu thereof to, Indian officers, British Warrant and 
non-commissioned officers and men of His Majesty’s Military or 
Air Forces, and British and Indian Warrant officers of His 
Majesty’s Naval and Marine Forces; in all cases irrespective of 
whether the individual concerned is married or single. 

(33) Conservancy allowance granted in lieu of free conservancy 
to non-departmental Warrant and non-commissioned officers of the 
Indian Unattached List, departmental non-commissioned officers of 
the India Unattached List not in receipt of consolidated rates 
of pay and Warrant and non-commissioned officers of the perma- 
nent staff of the Auxiliary and Territorial Forces. 

(34) „Tbe. value of the free education provided for the children 
of British Warrant and non-commissioned officers and any grants- 
m-aid made to British Warrant and non-commissioned officers in 
lieu of the provision of free education for their children. 

(35) The income of persons, other than persons in the service 
of the Government, residing in the district of Angul. 

(36) The perquisite represented by the right of any of the 
officers specified in the annexed list- to occupy free of rent as a 
place of residence any premises provided by Government. 

List of officers. 

The Governor General. 

Tlie Commander -in-Oh ief. 

The Governor of a Governoi’s Province. 
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The Chief Commissioner of any of the following Provinces, 
namely : — 

The North-West Frontier Province, 

British Baluchistan, 

Delhi, 

A j mer-Merwara , 

Coorg, 

and. the Andaman and Nicobar Islands; and 

any first class Resident in the Political Department. 

(87) Such, part of income in respect of which tax is payable 
under the head “ Property ” as is equal to the amount of rent 
payable but not paid by a tenant of the assessee, where — 

(а) the tenancy is bond fide; 

(б) the defaulting; tenant has vacated, or steps have been taken 

to compel him to vacate, the property; 

(c) the defaulting tenant is not in occupation of other property 
of the assessee; and 

(i d ) the assessee has taken all reasonable steps to institute legal 
proceedings for the recovery of the unpaid lent. 

(38) The lump grants made by Government to tlie Indian 
Church — 

(1) for ,the provision of episcopal supervision .and ministra- 

tions ; 

(2) for the payment of allowances to clergymen entertained in 

lieu of Chaplaincies reduced ; and 

(3) in lieu of the grants-in-aid at present given for the enter- 

tainment of clergymen of the Additional Clergy Society 
under Articles 602 and 603 of the Civil Service Regu- 
lations. 

17-A. Exemptions — Incomes included in “ total income 
The following classes of income shall be exempt from the tax 
payable under the said Act, but shall be taken into account in deter- 
mining the total income of an assessee for the purposes of the said 
Act : — * 

.(1) The interest on Government securities purchased through 
the Post Office, and held in the custody of the Account- 
ant-General, Posts and Telegraphs. 

(2) Sums received by an assessee on account of salary, bonus, 
commission or other remuneration for services rendered, 
or in lieu of interest on money advanced, to a person for 
the purposes of his business, 

where such sums have been paid out of, or determined 
with reference to, the profits of such business. 



aui ime time being registered under the Co-operative 
Societies Act, 1912 (II of 1912), the Bombay Co-opera- 
tive Societies Act, 1925 (Bombay .Act YII of 1925), or 
. the Burma Co-operative .Societies Act, 1927 (Burma Act 
VI of 3927), or the dividends or other payments received 
by the members of any such Society on account of 
profits. 

The exemption which extends both to income-tax and super-tax 
applies only to “ profits ” in the strict sense of the word as used 
in the Act and does not include “ income ” derived by Co-opera- 
tive Societies from interest on securities or dividends. The Socie- 
ties whose income liable to income-tax is not taxable at the maxi- 
mum rate or who have no income liable to tax should apply to the 
Income-tax Officer concerned for the issue of exemption certificates 
authorising persons paying interest on securities not to deduct any 
tax at souice or to deduct tax at a lower rate than the maximum, 
as the case may be. 

Where a Co-operative Society incurs a loss under any head of 
income that has been exempted from tax by notification under 
section GO (7) of the Act, such loss may be set off under section 24 
against any income that is not so exempted. 

(4) Such part of the profits or gains of a firm which has dis- 
continued its business, profession or vocation as is pro- 
portionate to the share of an assessee in the firm at the 
time of such discontinuance, if tax has at any time 
been charged on such business, profession or vocation 
under the Indian Income-tax Act, 1918 (YII of 1918), or 
if an assessment has been made on the firm in respect of 
such profits or gains under sub-section ( 1 ) of section 25 
of the Indian Income-tax Act, 1922 (XI of 1922). 

Apart from the particular cases mentioned in this paragraph, 
the incomes or portions of incomes exempted under section 4 of 
the Act and under the orders of the Governor General in Council 
under section 60 of the Act referred to in paragraph 17 are not 
only not subject to income-tax or super-tax, but they are also not 
to be taken into account in determining the rate of tax on other 
income; they are excluded from consideration altogether. 

Correction List No. 1. 



139 [18-18 

eonie-tax in favour of income derived from railway or tramway 
business (other than an electric tramway) : — 

An assessee deriving income from a railway or tramway busi- 
ness may at his option require that in computing the 
profits or gains of such business the following allowance 
shall be made in lieu of the allowances specified in clause 
( v ), clause (vi) and clause (vii) of sub-section (2) of sec- 
tion 10 of the said Act, namely, the actual expenditure 
incurred by the assessee during the previous year on 
repairs, replacements and renewals of plant, machinery, 
buildings and furniture which are the property of the 
assessee. 

Provided that an assessee who in any year has exercised the 
option hereinbefore conferred shall not be entitled save 
with the consent of the Commissioner of Income-tax to 
withdraw that option in any subsequent year. 

Provided further that nothing in this notification shall apply 
to an electric tramway. 

19. Exemption of income derived from property held under a 
religious or charitable trust. — Under section 4 ( 3 ) ( i ) income 
derived from property which is held under a purely religious or 
charitable trust or under any other legal obligation that it should 
be utilised for religious or charitable purposes is exempt. The 
word * property ’ in this section does not bear the restricted mean- 
ing that it bears in section 9 of the Act but includes securities, a 
business, or share in a business. 

Section 4 ( 3 ) ( it ) similarly exempts the income of religious or 
charitable institutions which is derived from voluntary contribu- 
tions and is applicable solely to religious or charitable purposes. 

To secure exemption under clause ( i ) or clause (n) of section 4 
(3) the income of religious or charitable institutions and income 
derived from property held for religious or charitable purposes need 
not be actually spent on religious or charitable purposes in the year 
of receipt. It is sufficient if it is set aside for those purposes. 
Where a trust exists the income-tax authorities are not required to 
satisfy themselves that it is so applied. In the case of mixed trusts, 
the income-tax authorities are required to enquire into the applica- 
tion of the income. Where property is held in part only for reli- 
gious or charitable purposes a proportionate, share of any expenses 
incurred on management should be considered as applied to those 
purposes. 

To remove doubts regarding the application of these two clauses, 
read with the definition of “ charitable purposes/' to universities 
and other educational institutions the special exemption under 
section 60 of the Act mentioned in paragraph 17 (9) was made. 

Attention is also invited to the exemption mentioned in para- 
graph 17 (3) of scholarships granted to meet the cost of education 
in the hands of the recipients of the scholarships. 
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20 . Exemptions of Provident Funds. [ Sections 4 (3) (iv) and 
4 (3) (u)]. — Under section 4 (3) (iv), the interest on securities held 
hy Provident Funds to which the Provident Funds Act, 1897 
(now Act XIX of 1925), applies, is exempt from tax. Similarly 
under section 4 (3) (v), capital sums paid as accumulated balances 
at the credit of subscribers to such funds are exempt from tax and 
are not included in computing their “ total income The words 
“accumulated balance ” include not only contributions but also 
interest thereon. Under section 15 (1), contributions paid by a 
subscriber to such funds are also exempt from income-tax to "the 
extent mentioned in section 15 (3). Contributions by employers 
to such funds stand on a totally different footing and are dealt 
with in paragraph 49. For special privileges for “ recognised ’ ' 
provident funds see paragraph 20-A et seq. ... 

The exemptions granted to Provident Insurance Societies which 
comply with the provisions of the Provident Insurance Societies 
Act, 1912, or which have been exempted from its provisions, were 
withdrawn by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
Provident Insurance Societies to which the Provident Insurance 
Societies Act applies, or which have been exempted from its provi- 
sions and which were in existence before 1st April 1924 will continue 
to enjoy the exemptions under sections 4 (3) (iv) and (v) and sec- 
tion ib'(l) to which they were entitled under Act XI of 1922 before 
it was amended by Act XI of 1924. These concessions cannot be 
claimed by any other Provident Insurance Societies. 

A special exemption lias been granted [see paragraph 17 (A9)] 
in respect of gratuities paid out of Railway Provident Funds on the 
retirement or death of the members. 

20-A. Exemption of “ recognised ” Provident Funds. — Re- 
sides the Provident Funds mentioned in paragraph 20. Provident 
Funds maintained by employers [section 58-A (5)] which conform 
to the conditions laid down in section 58-0 of the Act inserted by 
the Indian Income-tax (Provident Funds Relief) Act, 1929. enjoy 
certain privileges in respect of income-tax subject to certain con- 
ditions. The main conditions to which such Provident Funds 
must conform in order to secure these concessions are: — 

(1) that the funds shall be vested in two or more trustees or 

in the Official Trustee under an irrevocable trust; 

(2) that the employer shall not be entitled to recover any sum 

whatsoever from the Fund except where the employee 
is dismissed for misconduct or voluntarily leaves em- 
ployment without adequate reasons; 

(3) that in any case such recoveries shall be limited to the 

contributions made by the employer himself ; 

(4) that the subscriptions of the employees and the contribu- 

tions by the employer shall be regular and not casual ; 

(b) that the employers’ contribution should not exceed the 
employees’ subscription as a rule, and 
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(6) that the, employee shall be employed in India or the prin- 
cipal place of business of the employer shall be in 
. British India. 

The income-tax concessions are: — 

(а) contributions to a recognised Provident Bund both by the 

employee and the employer taken together shall be 
exempt from income-tax up to l/6th of the employee’s 
annual salary. In addition, an employee can obtain 
under section 15 (2) rebate of income-tax on insurance 
premia subject to the limit laid down in section 15 (3). 
If in any Bund the contributions made by an employee 
exceed the ^th limit, the excess contributions and the 
interest thereon together with interest in excess of the 
prescribed maximum (at present 6 per cent.) will be 
liable to tax. 

(б) income on the investments held by the Bund is also exempt 

from income-tax. 

( c ) the accumulated balance due to an employee which includes 
interest on contributions — is also exempt from income- 
• tax and super-tax and is not to be included in compu- 

tation of the total income, provided the employee has 
rendered continuous service with his employer for not 
less than five years. The Commissioner has also power 
in certain circumstances to allow the exemption even 
.when the service rendered is less than this period. 

The contributions made by an employer to the individual ac- 
counts of his employee in a recognised Bund, less recoveries if any 
under the provisions of section 58-C.(2) (/), are to be allowed as an 
.item of expenditure under section 10 (2) (it) of the Act, as the 
Bund is an irrevocable trust. . . 

20-B. Recognition of Provident Funds and withdrawal of 
recognition. (Section 48-B .) — The Commissioner of Income-tax 
may accord recognition to any Provident Bund which, in his 
opinion, satisfies the conditions prescribed in section 58-C and the 
Indian Income-tax (Provident Bunds Relief) Rules. An employer 
objecting to an order of the Commissioner refusing to recognise 
a Provident Bund may appeal, within 60 days of such order, to 
the Central Board of Revenue in the foiim prescribed in the 
Indian Income-tax (Provident Bunds Relief) (Central Board of 
Revenue) Rules. 

There is no specific provision in the Act or Rules for an appeal 
against withdrawal of recognition by the Commissioner, but such 
an appeal should be allowed subject to the same conditions as are 
applicable to an appeal against an order of the Commissioner re- 
fusing recognition. The Government of India have reserved the 
power to withhold or withdraw recognition from any provident 
funds [section 58-B. (2)]. . 
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20-C. Conditions to be satisfied by recognised Provident Funds . 
[Sections 58-C and 58-D ). — Investment of funds. — A recognised 
provident fund consists of contributions by employers and em- 
ployees} accumulations, interest thereon and securities purchased 
therewith and no other sums. So long as the “ transferred 
balance ” [section 5S-J (■2)] and the emplojmrs’ contributions, 
interest thereon, etc., are not invested, the fund will consist solely 
of subscriptions, accumulations and interest thereon. If any part 
01 the fund is deposited in the employer’s own concern, and the 
employer gives the Trustees a promissory' note therefor the note 
may be considered to be a “ security ” within the meaning of 
section 58-C (2) ( d ).. So far as the transferred balance of a fund 
is concerned, there is no restriction as to the manner in which it 
should be held or invested. It may be utilized in the employer’s 
own business, or deposited in a Bank or invested in “ securities ” 
in the widest sense of the term. The same is true of the employer’s 
contributions subsequent to recognition and the interest thereon 
and on the accumulations of such interest. The employees’ con- 
tributions subsequent to recognition and the interest thereon and 
on accumulations of such interest must be invested in the securities 
of the 'nature described in section 20 (a), (6), (c), (d) or (e) of the 
Indian Trusts Act, 1882, and payable in respect of both capital 
and interest in British India. 

A reasonable interval should be allowed to the trustees to accu- 
mulate the contributions collected before requiring their investment 
as above. 

A fund is not rendered ineligible for recognition by the fact 
that it can be closed or wound up at will by the employer or the 
Trustees, provided that it is not revocable otherwise than in accord- 
ance with section 58-C (2) (e). • 1 

The fact that a fund receives donations, for example from re- 
tiring partners, should not be held to render it ineligible for 
recognition. 

Appreciation and depreciation in securities belonging to re- 
cognised, provident fttnds. — In certain Provident Bunds it is the 
practice to revalue the securities held at the end of each financial 
year and to take the appreciation and depreciation this ascertained 
into consideration before allocating to the members their share 
of the annual profit. This practice does not render the Bind in- 
eligible for recognition. Plus and minus entries relating to such 
appreciation or depreciation should be made in the remarks column 
of the Bonn of account prescribed in rule 6 of the Indian Income- 
tax (Provident Funds Belief) (Central Board of Revenue) Rules 
(Part IT of the Manual). Such appreciation or depreciation need 
not be taken into account in determining the rate of interest under 
section 58-F (2). - 

Forfeitures to recognised provident funds. [ Section 58-C . (2) 
(<?)]. — The only amounts that an employer is allowed by the Act 
to recover from a recognised Provident Fund are his own contribu- 



143 ' [20-C 

tions to the account of a ; dismissed employee or an employee 
Voluntarily leaving his employment as stated in section 58-0 (2) (/) 
and of interest on such contributions. If the rules of any fund 
provide for forfeitures to the employer of any other monies— for 
'example of a dismissed employee’s own contributions and the in- 
terest thereon, this provision is repugnant to section 58-C (I) (/) 
and renders the fund ineligible for recognition. 

A provision for the forfeiture to the fund in certain circumstan- 
ces (e.g., assignment of employee’s interest, an employee leaving 
service to take employment under a rival) of so much of the amount 
standing to the credit of an individual employee as is in no cir- 
cumstances recoverable by the employer, under clause (/) of sub- 
section (1) of section 58-C' of the Act, does not render the fund 
ineligible for recognition under that sub-section. 

Such amounts represent accumulations of sums credited out of 
the employee’s salary with interest thereon, and it is clear .that 
these amounts are within the language used in clause ( d ) of sub- 
section (2) of section 58-C, read with the definition of “ contribu- 
tion ” in clause (Vi) of section 58-A. The effect of clause (g) of 
sub-section (2) of section 58-C is not to require that so much of the 
balance at the credit of an individual employee as is not recover- 
able by the employer under clause (/) should be payable to the 
employee. It requires the accumulated balance due to the employee 
to be payable to the employee, and the definition of “ accumula- 
ted balance due ” in clause (g) of section 58-A expressly 
recognises the possibility that by the regulations of a fund any 
part, of the balance to the credit of an employee may be excluded 
from the amount claimable by him and therefore from the accu- 
mulated balance due for the purposes of clause (g) of sub-section 
(2) of section 58-C. 

While therefore recoveries by the employer are governed by 
clause (/) of sub-section (2) of section 58-C, forfeitures to the fund 
are left by the Act to be governed by the regulations of the fund, 
so that no provision in the regulations of the funds for the forfeiture 
to the fund of any part of the balance to the credit of the individual 
employee will fender the fund ineligible for recognition. 

The inclusion in the regulations of a provident fund of a pro- 
vision for the forfeiture to the fund of the accumulated balance 
due to an employee; who dies without heirs also does not make 
the fund ineligible for recognition. Such forfeiture to the fund 
does not put anything into the fund, because what is forfeited to 
the fund is already in the fund. As the act of forfeiture does not 
•put any sum at all into the fund, it cannot be held to put into 
the fund any sum other than the contributions, etc., specified in 
-section 58-C (2) (d). The question of the validity of a regulation 
forfeiting to the fund the accumulated balance due to an employee 
who dies intestate and without heirs does not arise, as the existence 
•of . a. such a regulation, whatever it may be worth, does not affect 
the composition of the fund for purposes of clause (d) of sub- 
-section (2) of the same section. 
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Payment of accumulated balances of recognised provident funds 
to employees discontinuing participation. [Section 58-C (I) (g) 
arid, (A)]. — If an employee who is a subscriber to a recognised pro- 
vident fund, the membership of which is optional, decides to 
discontinue his 'membership of the fund while not resigning his 
employment, 'he is entitled to claim repayment of the accumulated 
balance at his credit, under section 58-0 (I) (g) of the Act. Under 
section 58-A (c) of the Act, an “employee ” means an employee 
participating in a provident fund. Thus a person who discontinues 
his participation in a fund “ ceases to be an employee ” within 
the meaning of section 58-0 (1)' (g) and is, therefore, entitled to 
claim payment of the accumulated balance due to him. 

A private provident fund, participation in which is optional T 
is not qualified for recogniton unless the rules confer on the parti- 
cipants the right to receive payment of the accumulated balance 
whenever participation is discontinued. 

20-D. Pecogmsed '■ Provident Funds of businesses with princi- 
pal place out of India. [ Section 5S-C (I) (a)]. — If a concern has 
its principal place outside British India, the Provident Fund of 
the employees of its British Indian business, if it is to be “ recog- 
nised ”, should be kept separate and must conform to the conditions 
imposed by the Act and the Rules thereunder. The ^expression 
“ all employees ” occurring in section 58-C {!) (a) refers to “ all 
employees subscribing to the Fund ” and not to all employees of 
the particular employer. If a concern has its principal place of 
business in British India, there is no objection to the foreign 
staff — that is the staff outside British India — subscribing to the 
Provident Fund. They will not get any rebate of tax on the 
monthly contributions since their -salaries having been earned out- 
side British India will not be taxed but they will get the ad- 
vantage of the exemption from income-tax of the interest on the 
investments of the Fund. 

20-E. Interest, on accumulated balances in recognised, provi- 
dent funds. {Section 58-F). — Interest on accumulations in 
recognised provident funds is exempt from income-tax up to a rate 
to be fixed by Government which is 6 per cent, .at, present. In 
some funds, a provisional rate of interest is allowed to the em- 
ployees in the first instance and the difference between the interest 
actually earned by the fund and the provisional rate so allowed is 
distributed between the employees on a basis which has some regard' 
to the length of service of the 'employees. In such cases, the inter- 
est credited to the individual accounts should be exempted in so 
far as the average interest earned by the fund as a whole does not 
exceed the prescribed rate of interest. 

20-F. Interpretation of “ salary ” in . relation to recognised 
provident funds. [Section 58-F (I)]. — That the expression 

“ salary ” as used in Chapter IX-A of the Act does not embrace 
everything taxable under the head “ salaries ” in accordance with 
-sub-section ( 1 ) of section 7, is obvious from clause ( b ) of sub-section 
(2) of section 58-C read with clause (&) of section 58-D. For the- 



purposes of Chapter IX-A, “ salary ” includes so much only of 
an employee’s remuneration as; is of a specific monetary amount 
and is payable periodically. It includes “ salary (in the more 
general sense in which that expression embraces “ wages ”) which 
is received by any category of employees other than those excluded, 
in clause (c) of section 5S-A. 

20-Gr. Accounts oj recognised provident funds. ( Sections 58-1 
and 58-J ).— The accounts of recognised provident funds are to be 
maintained in the form prescribed in the Indian Income-tax (Pro- 
vident ‘Funds Relief) (Central Board of Revenue) Rules. If a 
concern has several branches, the annual abstracts of the provident 
funds account should be sent by the employer to all Income-tax 
Officers who are responsible for assessing the employees. 

The accounts to be made under the provisions of section 58-J 
must show in respect of every employee the particulars given in 
rule 8 of the Indian Income-tax (Provident Funds Relief) (Central 
Board of Revenue) Rules. 

20-H. Treatment of a fund transferred by employer to trus- 
tees. ( Section 58-K ). — Any sum transferred by an employer 
before coming into force of the Indian Income-tax (Provident 
Funds Relief) Act, 1929, to the Provident Fund of his employees 
which lias been converted into an irrevocable trust is a permissible 
deduction in assessing the profits of the employer. Sub-section ( 1 ) 
of section 58-K operates with reference to any assessment made- 
after the coming into force of the Provident Funds Relief Act 
XII of 1929 whenever the conditions necessary to its operation are- 
satisfied. The conditions necessary to its operation are that it can 
be predicated of the employer : — 

(а) that- he maintains a Provident Fund for the benefit of his- 

employees, 

(б) that he has not transferred the Fund or relevant portion. 

thereof, 

(c) that. he transfers the Fund or relevant portion. 

The use of the perfect tense in the definition of condition (5) and 
of the present tense in the definition of condition (c) shows that 
these conditions cannot be satisfied by any employer who, having 
already transferred the Fund or relevant portion before the Pro- 
vident Funds Relief Act came into force, was not when the Act 
came into force in the position of not having transferred it, and 
was therefore not in a position to transfer it. 

It must not be overlooked that while an employer who has 
effected a transfer before the coming into force of the Provident 
Funds Relief Act will not suffer the loss resulting from the opera- 
tion of sub-section (I) of section 58-K, he will as a corollary not 
enjoy the benefit resulting from the operation of sub-section (2) 
of that section. 

Employers’ subscriptions to an unrecognised provident fund 
may be treated as business expenses if the conditions laid down -in 
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paragraph 49 . are satisfied. Lump transfers of accumulated sub- 
scriptions, with or without interest thereon, made after the 
Provident Funds Relief Act, 1929, came into force, are governed 
by section 58-K which is specifically made applicable to unrecog- 
nized as well as to recognized funds. 

21. Meaning of the word “ securities ” as used in section 4 (3) 
(■t't/). The definition of the phrase “ interest on securities ” in 
section 8 of the Act should not be applied to determine the inter- 
pretation to be given to these words in section 4 (3) (iv), since the 
words as used in section 8 are in a specially restricted sense and do 
not cover, for example, interest on so typical a form of security aB a 
mortgage. Nor should the meaning of the word “ securities ” in 
section 4 (3) (iv) be restricted to the ordinary limited legal sense 
in which it must always have reference to a loan. Provident Funds 
are entitled to invest in any trustee security, and it has not been 
the intention of Government to discriminate between the various 
classes of investments which are thus legally authorised. The word 
“ securities ” in section 4 (3) (iv) should therefore be interpreted 
as covering all securities mentioned in section 20 of the Indian 
Trust Act. 

22. Perquisites or benefits not capable of conversion into money. 
— The provision in section 3 (2) (iri) of the Act of 1918 that t£ any 
perquisite or benefit which is neither money nor reasonably 
capable of being converted into money ” was not liable to tax, has 
been omitted in the Act, as the existence of that provision made it 
impossible to assess to income-tax, for example, rent-free residences 
in cases where the assessee had not the power to sub-let, while rent- 
free residences were liable to the tax where the assessee had the 
power to sub-let. An explanation has been added to section T (1) 
of the Act specifically providing for the taxation of perquisites in 
the form of rent-free residences. 

TJnder section 7 (1) of the Act, all perquisites received by an 
employe in lieu of or in addition to salary or wages are liable to 
the tax. House-rent allowances and the value of rent-free quarters 
form additions to the remuneration of an employe ; and even where 
residence in a particular town or building is necessary for the pro- 
per performance of the employe’s duties, such allowances or 
perquisites cover expenses of a personal character which the employe 
would otherwise have to incur. They do not therefore “ meet 
expenses wholly and necessarily incurred in the performance of the 
duties of an office or employment of profit ” and are therefore not 
covered by. the exemption in section 4 (3) (vi) of the Act and are 
taxable under section 7 or section 12. 

Two conditions have to be fulfilled before the exemption speci- 
fied in section 4 (3) (vi) can apply. The expenses incurred by the 
employe must be wholly and necessarily incurred in the perform- 
ance of his duties as an employe ; and the allowances or perquisites 
must have been granted by the employer with the set^ purpose of 
meeting the extra' expense thus caused to the employe, and that 
extra expense only. It is thus a question of fact in each case 
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whether -House-rent allowance or the 'value of rent-free quarters is 
exempt from the tax, but the following examples -will ^erve to in- 
dicate the lines on which the decision should- be made : — 

(a) "A currency officer is granted rent-free quarters in his 
‘ currency office. Even though his residence in that office 

is necessary for the proper performance of his duties, 
he will be liable to the tax on the value of his rent-free 
quarters, since he would in any case have had to provide 
himself with a residence, and the perquisite does not 
therefore meet expenses wholly incurred in the perform- 
ance of the duties of an office or employment of profit. 

( b ) A firm in Calcutta makes a practice of providing its em- 

ployes with rent-free . quarters, and houses some of its 
employes in its business premises as resident clerks. The 
empolyes of the firm, including the resident clerks, will, 
as in the previous case, be liable to income-tax on the 
value of their rent-free quarters. 

(c) A Government office has its headquarters in Bombay, but 

proceeds for some months in the year elsewhere, and 
grants its ministerial establishment house-rent allow- 
ances or rent-free quarters' in the place to which it 
proceeds with the specific object of providing for the 
maintenance of a second and, from the point of view of 
the grantees, unnecessary residence in order that they 
may perform their duties there. The allowance or the 
value of rent-free quarters will be exempt from income- 
tax. 

In all cases where rent-free houses form part of the perquisites 
of an employe, the cash value of such a house to the occupier should, 
in no case, be deemed to be more than 10 per cent, of the salary 
of the employe. Where an employe is provided with rent-free 
furnished quarters, no attempt should be made to split the value of 
this perquisite into its component elements, i.e., rent-free quarters 
and rent-free furniture. The maximum of 10 per cent, of salary 
should be applied to the perquisite as a whole. 

Such perquisites as (for example) tiffin, domestic services or the 
value of passages by rail or steamer provided by employers free of 
charge for their employees are not taxable because they are not 
convertible into money and there is no special provision in the Act 
in regard to them as there is in regard to rent-free quarters, but 
passage money paid in India by an employer to his employe to 
enable him to. go on leave is liable to tax. If, however, passage 
money is remitted by the employer to the United Kingdom or a 
Colony and paid there to an employe on leave in such' country, it 
should be regarded as a leave allowance covered by the exemption 
(23) in paragarph 17. ; 

The “ Delhi moving allowance ” and “DelkiCamp allowance ,x 
which is granted to the members of the office establishments of the 
Army Headquarters and of certain Civil attached offices of the 
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Government of India during the period of their stay at Delhi and 
the Simla, House-Rent Allowance granted under Rule 19 of the 
Simla Allowances Code and the -value of rent-free quarters in lieu 
thereof fall under example (c) above and are exempt from the pay- 
ment of income-tax. Special allowances granted solely to meet 
the higher cost of living in a station such as Compensatory local 
allowances and the Cutch exchange compensation allowance are 
liable to the payment of tax. 

Rewards granted to officials for passing compulsory examin- 
ations must be distinguished from grants made to assist candidates 
to meet the expenses of preparing for such examinations. Such 
tuition grants fall under section 4 (3) (vi) of the Indian Income-tax 
Act (XI — 1922) and are not liable to tax even if they are only paid 
to successful candidates. For example sums of Rs. 150 and 
Rs. 200 paid to military officers who have passed the Urdu quali- 
fying and Preliminary Urdu examinations respectively are tuition 
grants — not rewards — and are therefore not liable to income-tax 
(see also paragraph 25). 

In addition to the classes or portions of “ Salaries 55 drawn by 
officers and other ranks of the Army in India (British and Indian) 
mentioned in paragraphs 17 and 22, the following allowances are 
not liable to income-tax: — 

Messing allowance; 

Syce allowance ; 

Forage allowance; 

Detention allowance ; 

Meal money; 

Quarterly kit and clothing allowance; 

Outfit allowance; 

Tentage allowance whether separate or included in pay; 

Horse allowance ; 

Travelling and conveyance allowances; and 

Any capital sum received in commutation of the whole or a 
portion of a pension or in nature of consolidated compensa- 
tion for death or injuries or in payment of any Insurance 
Policy or as the accumulated balance at the credit of a sub- 
scriber to any such Provident Fund. 

The emoluments drawn by the officers and other ranks of the 
Army which are liable to income-tax are : — 

1. Regimental Pay, Command or charge allowances, Staff Pay, 

P. S. C. Pay and Separation allowance. 

2. Ordnance Pay. 

3. Corps or Engineer Pay, Batta or field allowance. 

4. Lodging allowance. 

5. Value of rent-free quarters (officers). 
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6. Service or proficiency pay. 

7. Extra duty pay. 

8. Gratuities under Pay and Allowance Regulations, para- 

graph 137 (I). 

9. Annuities under Pay and Allowance Regulations, para- 

graph 137 (II). 

10. Bounty money. 

11. Pension drawn in conjunction with pay. 

12. Separation allowance. 

13. Furniture allowance. 

14. Pensions (except wound or disability) paid in India to 

British and Indian Officers and men, their widows, 
children and dependants. 

15. Half-yearly gratuity paid to temporary nursing sisters. 

The Marriage allowance is not taxable if paid to the wife of a 
soldier unless the total income of the wife including the allowance 
exceeds the minimum taxable limit. Similarly, Maternity benefit 
is liable only if the total income of the soldier’s wife including the 
benefit exceeds the minimum taxable limit. 

As regards the liability of language rewards and examination 
fees, see paragraph 25. 

23 . Casual gains. [Section 4 ( 8 ) (mi).] — In order to obtain 
exemption as “ casual ”, profits must comply with two condi- 
tions : — 

(1) they must not be the proceeds of a profession, vocation dr 

employment, or arise from business, that is from “ any 
adventure or concern in the nature of trade, commerce or 
manufacture ”. [See section 2 (4)], and 

(2) they must not be annual. 

Both these conditions must be fulfilled. The exemption also is 
specifically not to apply to any gratuity to an employe for services 
rendered so as to avoid the possibility of any ambiguity in connec- 
tion with the use of the word “ gratuity ” in section 7 (_?). The 
following are illustrations of the effect of the provisions of section 
4 (.3) (mi) — 

(1) A purchases a house with a view to re-selling it at a profit. 

His profits from the transaction are liable to income-tax 
(even although it be an isolated transaction}^" B pur- 
chases a house for his own residence and later on sells it 
' at a profit. His profit is not liable to the tax. 

(2) A wins a prize in a lottery or a bet on the race course. His 

receipts therefrom are not taxable. B is -a bookmaker. 
His profits from betting are taxable. 

(3) A is a professional beggar. His receipts from mendicancy 

are not exempted from the tax by this sub-section. 


7fc~“ *Cf- Rutledge 
! Revenue, Reports of 


versus Commissioner of Inland 
U. K. Tax Cases, Vol. XIV, page 
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(4) A makes a practice of speculating in the purchase and Bale 

of shares. His profits therefrom are liable to the tax. 
B purchases Indian War Loan 1929-1947 at 95 redeem- 
able at par. The premium received on redemption 
after a period of years is not liable’ to the tax. On the 
other hand the yield from Treasury Bills arising 
from their issue at a discount and repayment at par after 
12 months or some shorter peirod is liable to the tax 
under section 12,. though as this yield is not interest, 
the tax is not deducted at the source under section 

18 {3) ■ . . 

(5) A man writes a book. His receipts from its sale are tax- 

able. 

(6) Lump sum legacies are exempt; annuities granted under a 

will are not exempt. 

24 . Income-tax Authorities. ( Section 5.) — (1) The Central 
Board, oj Revenue is appointed by the Governor General in Coun- 
cil. Its specific powers are mentioned in the various sections, e.g., 
section 2 (6‘), 2 [11) (&), 5 (5), 18 ( 6 ) and 59. 1 Buies for carrying 
out the purposes of the Act are made by the' Central Board of Beve- 
nue which also issues instructions regarding the interpretation of 
the provisions of the Act and the rules, and is entrusted with the 
general administration of the Act. 

(2) The head of the Income-tax Department of a province is the 
Commissioner of Income-tax who is appointed by the Governor 
General in Council. The rest of the income-tax staff in a province 
are subordinate to him and they are appointed and dismissed by 
him. His power of appointment and dismissal of Assistant Com- 
missioners and Income-tax Officers is, under section 5 (4) “ subject 
to the control of the Governor General in Council ”, "but the Gov- 
ernor General in Council exercises this control through the local 
Government under the provisions of the following order : — 

“ The Governor General in Council desires to utilise the agency 
of the Governor in Council of each Governor’s porvince in the 
following matters only in relation to income-tax, — 

[i) the appointment by a Commissioner of Income-tax of any 
person to the substantive post of Assistant Commissioner 
of Income-tax or Income-tax Officer shall be subject to 
the previous approval of the Governor in Council. 

For the promotion of an Income-tax Officer or appointment of 
an officer of a Provincial Civil Service to the post of Assistant 
Commissioner of Income-tax, the Commissioner of Incme-tax should 
consult the local Government and submit his nomination (of the 
Officer approved by the local Government) to the Public Service 
Commission through the Central Board of Bevenue. 

(ii) Any Assistant Commissioner of Income-tax or Income-tax 
Officer who has been dismissed or removed from office or 
whose increment of pay has been withheld by the Com- 
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misioner of Income-tax shall have a right of appeal to 
the Governor in Council. 

While as regards the appointment or dismissal of such officials 
the Commissioner is subject to the control of the local Government, 
he has full power to specify the functions to be performed by each 
official and the areas, persons and classes of income in respect of 
which these functions may be exercised. 

The specific powers conferred upon him in regard to income-tax 
assessments are specified in sections 28 (1), 32, 33, 37, 54 ( 2 ) second 
Proviso, 64 (2) and 66 of the Act. In particular he is vested with 
power under section 33 to review any orders passed by any income- 
tax official, and he alone may, under section 66 of the Act, state 
cases for the opinion of a High Court. 

(3) The functions of Assistant Commissioners of Income-tax are 
mainly appellate, but they also exercise supervision over the work 
of the Income-tax Officers. The particular powers conferred on 
them by the Act are set out in sections 28 (1), 30 (2), 31, 37, 38, 39, 
42 ( 2 ) and 53. 

(4) Income-tax Officers are the assessors. While section 64 of 
the Act specifies the particular Income-tax Officers by whom assess- 
ments shall be made, i.e., prescribes that assessments shall be made 
in the case of a business by the Incme-tax Officer of the area 
where the principal place of business is situated, and in all other 
cases by the Income-tax Officer of the area in which the assessee 
resides, sub-section (4) of that section provides that every Income- 
tax Officer shall have all the powers conferred by or under the Act 
on an Income-tax Officer in respect of any income, profits or gainB 
accruing or. arising or received within the area for which he is 
appointed. ThiB particular provision was inserted mainly in order 
to permit of enquiries being made into the profits of a branch busi- 
ness by the Income-tax Officer of the place in which the branch is 
situated and in order to enable every Income-tax Officer to make 
enquiries regarding all income, profits and gains arising or accruing 
within the area to which he is posted, even though the assessment 
in respect of the particular income, profits or gains may not be 
made by him. Income-tax Commissioners should therefore secure 
by issuing instructions or otherwise that there is no overlapping in 
this matter and that the same person is not assessed to income-tax 
by more than one Income-tax Officer but should at the same time 
secure that all Income-tax Officers shall give the utmost assistance 
to the assessing Income-tax Officer in regard to any property, in- 
come, profits or gains within their respective areas which are liable 
to assessment elsewhere. 

While it is intended that the work of making assessments, of 
hearing appeals and of passing orders in review shall ultimately 
be carried out by separate officials known as the Income-tax Officer, 
the Assistant Commissioner and the Commissioner, as a complete 
whole time staff for income-tax work has not yet been appointed 
in some of the provinces, section 5 (4) makes provision for the 
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continuance, until such whole time staff is engaged, of the existing 
system under which individual officers exercise the powers of an 
assessing authority in respect of particular classes of income and 
of an appellate authority in respect of others, while the reviewing 
authority is in certain cases also the appellate authority. 

While the income-tax staff will as a rule he appointed in provin- 
cial cadres, there are certain classes of cases for which it may he 
advisable that assessments should he made by an all-India staff. 
Such, for example, are the cases of military officers and of officers 
of other departments serving directly under the Government of 
India who are liable to transfer from one province to another; and 
there may he other cases such as the assessment of railway com- 
panies which at any time it may he considered advisable should he 
dealt with by a special officer for the whole of India. Sub-sec- 
tion (5) of this section has been inserted to make provision for the 
appointment of special officers in such cases. 

The officers specified in the 3rd, 4th and 5th columns of the 
schedule below have been appointed to perform all the functions 
of an Income-tax Officer, Assistant Commissioner of Income-tax 
and Commissioner of Income-tax, respectively, in respect of the 
persons specified in the corresponding entry in the 2nd column 
thereof. 

SCHEDULE. 




Officer appointed to perform the functions of — 

Serial 

No. 

Persons. 

Income-tax 

Officer. 

Assistant 
Commissioner of 
Income-tax. 

Commissioner of 
Income-tax. 

1 

2 

3 

4 

5 

1 

Employes of the Bengal 
and North-Western 
Railway. 

Income-tax Offi- 
cer, Gorakhpur. 

Assistant Com- 
missioner of 
Income-tax, 
Benares. 

Commissioner of 
Income-tax, 
United Provin- 
ces. 

2 

Persons excluding pen- 
sioners and persons 
employed in Army 
factories, payable 

from Army estimates 
through the Controller 
of Military Accounts, 
Eastern Command, 
Meerut and Lucknow 
districts, Meerut. 

Income tax Offi- 
cer, Military 
Circle, Meerut. 

Assistant Com- 
missioner of 
Income-tax, 
Meerut. 

Do. 

3 

Emjdoyes of the British 
India Corporation 

Ltd. stationed at 
Rangoon. 

Income-tax Offi- 
cer, Cawnpore. 

Assistant Com- 
missioner of 
Income-tax, 
Cawnpore. 

Commissioner of 
Income-tax, 
United Provin- 
ces. 
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Schedule — contd. 




Officer appointed to perform tho functions of — 

Serial 

No. 

Persons. 

Income-tax 

Officer. 

i 

Assistant 
Commissioner of 
Income-tax. 

Commissioner of 
Income-tax. 

1 

2 

3 

4 

5 

4 

6 

Employes of flic Assam- 
Bengal Railway. 

European employes in 
British India and 
Indian employes In 
Bengal, Bihar and 
Orissa, Assam and the 
United Provinces of 
Messrs. Rail! Brothers. 

Income-tax Offi- 
cer, Chittagong. 

Income-tax Offi- 
cer, Calcutta, 
District IIIA. 

1 

Assistant Com- 
missioner of 
Income-tax, 
Dacoa. 

Assistant Com- 
missioner of 
Income-tax, 

' Headquarter a 
(at Calcutta). 

Commissioner of 
Incomo-tax, 
Bengal. 

Do. 

G 

European employees of 
Messrs. Ralli Brothers 
in Berar. 

Do. 

Do. 

Do. 

7 

Employes of the Impe- 
rial Tobacco Company, 
Ltd., and tho Indian 
Leaf Tobacco Deve- 
lopment Company 

residing in Bengal or 
Bihar and Orissa or 
Assam. 

Do. 

Do. 

Do. 

8 

Employes of the To- 
bacco Manufacturers 
(India) Ltd. and the 
Printers (India) Ltd. 

Do. • . 

Do. 

Do. 

9 

Employes of tho Bengal 
Nagpur Railway. 

Income-tax Offi- 
cer, Railways 
and Miscella- 
neous Salaries 
Circlo, Calcutta. 

Assistant Com- 
missioner of 
Income-tax, 
Calcutta. 

Do. 

10 

Employes of the East 
Indian Railway oxccpt 
thoso of tho Central 
India Coalfields Rail- 
way. 

Do. 

Do. 

Do. 

11 

Government servants 
serving outside Bengal 
who aro under tho 
audit of tho Pay and 
Accounts Officers, 

Miscellaneous Central 
Departments and tho 
Survey of India, Cal- 
cutta. 

Do, 

Do. 

Do. 
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Schedule — contd. 


Serial 

No. 


Officer appointed to perform tho functions of — 

Persons. 

Income-tax 

Officer. 

Assistant 
Commissioner of 
Income-tax. 

Commissioner of 
Incomo-tax. 

1 

2 

3 

4 

5 . 

12 

Military employes under 
tho audit of the Con- 
troller of Military Ac- 
counts, Presidency 

and Assam Districts, 
Calcutta. 

Income-tax Offi- 
cer, Railways 
and Miscella- 
neous Salaries 
Circle, Calcutta. 

Assistant Com- 
missioner of 
Incomo-tax, 
Caloutta. 

Commissioner of 
Income-tax. 
Bengal. ' 

13 

r 

Officers of the Women’s 
Medical Sorvico and of 
tho Junior Branch of 
tho same. 

Income-tax Offi- 
cer, Simla. 

Assistant Com- 
missioner of j 
Income-tax, j 

Ambala. 

Commissioner of 
Income-tax, 
Punjab. 

14 

Military employds sta- 
tioned in Sind who 
are under tho audit of 
tho Controller of Mili- 
tary Accounts, R. A. 
E., Ambala. 

Inoomo-tax Offi- 
cer, Ambala. 

Assistant Com- 
missioner of i 
Incomo-tax, i 
Eastern Divi- 1 
sion, Punjab. | 
1 

1 

1 

Do. ' ’ 

15 

Employes of tho Madras 
and Southern Mah- 
ratta Railway oxcopt 
those under tho audit 
of the Audit Officer, 
Railway Colliories, 

Calcutta. 

Income-tax Offi- 
cer, 4th Oirole, 
Madras. 

| 

Assistant Com- 
missioner of 
Income-tax, 
Central Range, 
Madras. 

Commissioner of 
Income-tax, 
Madras. 

i 

10 

All Government serv- 
ants who are under tho 
audit of Accountant 
General, Madras and 
the Doputy Account- 
ant-General, Posts and 
Telegraphs, Madras. 

Incomo-tax Offi- 
cer, 5th Circle, 
Madras. 

Do. 

Do. : 

17 

Military employes under 
the audit of tho Con- 
troller of Military Ac- 
counts, Poona and 
Southern Command, 
Poona. 

Income-tax Offi- 
cer, Poona Dis- 
trict. 

Assistant Com- 
missioner of 
Income-tax, 
Central Divi- 
sion, Poona. - 

Commissioner o! 
Incomo-tax, 
Bombay. 
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Government servants 
under the audit of the 
Accountant-Gcne[r a 1, 
Central lie venues, ex- 
cept thoso of the 
Indian Audit and Ac- 
counts Service at- 
tached to Railway and 
Postal Audit offices 
and Currency offices, 
Rangoon and Madras, 
the Military Account- 
ant-Goneral, the De- 
puty Accountant-Ge- 
neral, Posts and Telo- 
graphs, Delhi and 
Audit Officer, Indian 
Stores Department. 
Non-Enemy Nationals 
paid through the Con- 
troller, Local Clearing 
Office (Enemy Dobts). 
Employes of the North 
Western Railway 
except those under the 
audit of the Audit 
Officer, Railway Col- 
lieries, Calcutta. 

Employ6s of the Bom- 
bay, Baroda and Cen- 
' tral India Railway 
Company and the 
Great Indian Penin- 
sula Railway Company 
except those under the 
audit of the Audit 
Officer, Railway Col- 
lieries, Calcutta. 

22 Government servants 

under the audit of tho 
Deputy Accountant- 
General, Posts and 
Telegraphs, Nagpur. 

23 Employes of the East- 

ern Bengal Railway. 


Officer appointed to perform the functions of — 

• Income-tax 
Officer. 

3 

Assistant 
Commissioner of 
Income-tax. 

4 

Commissioner of 
Income-tax. 

5 

Income-tax Offi- 

Assistant Com- 

Commissioner of 

cer, Salary 

missioner of 

Income-tax, 

Circlo, Delhi. 

Income-tax, 

Delhi. 

Delhi. - 

■ 

Do. 

Do. . . 

Do. 

Income-tax Offi- 

Assistant Com- 

Commissioner of 

cer, Railway 

missioner of 

Income-tax, 

Salary Circle, 

Income-tax, 

Punjab. 

Lahore. 

Lahore. 

Income-tax Offi- 

Assistant Com- 

Commissioner of 

cor, Salary 

missioner of 

Income-tax, 

Branoh, Bom- 

Income-tax, 

Bombay. 

bay City. 

Bombay City. 

Income-tax Offi- 

Assistant Com- 

Commissioner of 

cer. Salary 

missioner of 

Income-tax, 

Circle, Nagpur. 

Southern Char- 

Central Provin- 

ge, Nagpur. 

ces and Berar. 

Income-tax Offi- 

Assistant Com- 

Commissioner of 

cer, Railway 

missioner of 

Income-tax, 

and Miscella- 
neous Salaries 
Circle, Calcutta. 

Income-tax, 

Calcutta. 

Bengal. 
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Persons. 


Officer appointed to perform the functions of — 


Income-tax tnnt Commissioner of 

Commissioner of commissioner or 

01ilCCr - Income-tax. Income-tax. 


Income-tax Offi- 
cer, Non-Resi- 
dents Refund 
Circle, Bombay. 


Residents outside Brit- 
ish India applying for 
refund of Income-tax 
under Section 43 of j 
the Indian Income- 
tax Act, 1922. 

Share-holders residing | 
outside British India 
of a Company when 
the income of the non- 
resident shareholders j 
arises in more than ; 
one British Indian 1 
Province. 

All persons assessed j 
under Section 44 C. j 


Employes of the Amcri- ; Income-tax Oifi- 


Gujrnn- 


Commissioner 

Income-tax, 

Bombay. 


Assistant Com- 
missioner of 
Income-tax, 
Bombay City. 


can United Presbyter- > 
ian Mission,’ residing 
in the United Pro- 
vinces, the Punjab 
and the North-West i 
Frontier Province. | 


Employes of all Railway' Income-tax Offi- 
Collieries who are 1 cer, Railways 
under the audit of the nnd Miscella- 
Audit Officer, Railway neous Salaries 
Collieries, Calcutta. Circle, Calcutta, 

29 All employes in tho Income-tax Offi- 

Posts and Telegraphs C er, Railways 

Departments under and Miscelfa- 

the audit of tho two neous Salaries 

Deputy Accountants- Circle, Calcutta. 
General, Posts and 
Telegraphs (Postal 
nnd Telegraph Bran- 
ches), Calcutta. 

30 Employes of the India Income-tax Offi- 

Genernl Navigation cer, District V- 

nnd Railway Com- A, Calcutta, 

pnny, Ltd., and River 
Steam Navigation 
Company, Ltd., work- 
ing in Bengal, Bihar 
and Orissa and Assam, 
except those who 
carry on business in 
addition. 


Assistant Com- j Commissioner of 
mi«sioner of , Income-tax, 
Income-tax, I Punjab. 

Lahore. * 


Assistant Com- Commissioner of 
missioncr of Income-tax, 
Income-tax, Bengnl. 
Calcutta. 


i 



Sr/HEDTJLE — con td. ' 

• ; Officer appointed to perform the functions of— 


Persons. 


Assistant Commissioner of 
Income-tax Commissioner of income-tax. 
Officer. Income-tax. 


' ~ T ■ Assistant Com- Commissioner of 

Government servants - m i ss ioner of Income-tax, 

•• under the audit of the cer ^a'ane te Bihar and 

Accountant-General, Circle, Ranchi. ' Orissa. , 

Bihar and Orissa. 


Government pensioners 

Employes of the Tin 

. Plate Company of 
India, Ltd., Golmuri 
(near Jamshedpur). ' 

Employes of the ,Ta.ta 
Iron and Steel Com- 
pany at Jamshedpur. 

Staff of the Imperial 
Agricultural Institute, 
Pusa. 

Employes of the Central 
India Coal-fields Rail- i 


Etriployes of the Euro- ] 
pean Mental Hospital, 
Ranchi. . 


Employe! of the Indian | 
Mental Hospital, 
Ranchi. 


39 Employes of the Lac 
Research Institute, 
Namkum (near Ran- 
chi). 1 ; 


40 Employes of the Raj- Income-tax, Offi- Assistant Com- Commissioner oi 

putana Minerals Coin- cer, Salaries, missioner of Income-tax, 

pan}', Ltd. ■; ■Bombay'. Income-tax, Bombay. 

Bombay' City'. 

41 European Staff of Income-tax Offi- Assistant Com- Do. 

Messrs. Volkart Bros., cer, B-Division, missioner of i 

working in the Punjab Karachi. Income-tax, . 

and Sind. Sind. . 
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able as salaries and tax should be deducted at source. (See also 
paragaph 22 . y In regard to examiners’ fees, if the conduct of the 
•examination is part or the assessee’s duties, the position is precisely 
the same as in regard to rewards for passing an examination. Even 
if it cannot be said that the assessee is under any obligation to do 
the work for which the fees are paid, the fees will be liable to tax 
if the work done can be regarded as incidental to the exercise of 
the assessee’s profession, occupation or vocation, as when a school- 
master conducts an examination or a vakil sets or values papers 
in a law examination and should then be taxed as “ Professional 
earnings ’’. When there is no such close connection between the 
work done and the assessee’s profession, for example, if a member 
of the Indian Civil Service set a paper in history, it would still 
be for the assessee to prove that the income was non-recurring, and 
in the absence of such proof the income would be taxable as income 
from “ other sources ”. In such a case it would hardly be posssible 
to fax such fees on the first occasion on which the assessee received 
them, but if he again, received them in the following year the first 
year’s fees could be taxed under section 34. 

Honoraria or fees paid to Government servants by local bodies 
or private persons, companies, etc., for professional work, the whole 
of which are in the first instance credited to Government, after 
which the whole or part is drawn under proper sanction by the 
Government servant concerned on a bill, should be taxed as salary 
by deduction at source. They are obviously fees, commissions, or 
perquisites received in addition to salary and paid by or on behalf 
of Government [section 7 (2)] . 

Eor classes or portions of “ salaries ” which are entirely exempt 
from tax, see paragraph 17. 

Income under this head is included in the income of the year 
in which it is received irrespective of the period in respect of which 
. it wa s earned, with the exception that where an officer of Govern- 
*’ merit'' takes an advance of pay, the tax is not chargeable on the 
- advance, but the tax is charged on the full salary of the month in 
which the advance is recovered by deductions without any regard 
to the deduction. In cases where the payment of an assessee’s 
salary in advance or in arrears makes his income assessable at a 
rate higher than that at which it would otherwise have been 
assessed, he may be granted relief under section 60 ( 2 ). 

A portion of a salary withheld under the orders of a Court is 
liable to tax. 

26 . Salaries paid in India but outside British India. [ Section 
7 (2).] — See paragraph 1. This sub-section makes chargeable, 
under this head, salaries paid from Indian revenues to Govern- 
ment employes in any part of India and salaries paid by a local 
authority established in exercise of the powers of the Governor 
General in Council. All servants of Government or of such local 
authorities are, therefore, liable to pay tax on their salaries if they 
are employed in any part of India and irrespective of their 
nationality. 
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Tlie words “ or any servant of His Majesty 55 in this sub-sec- 
tion were inserted in the Act of 191 S, so as to bring all servants 
of tlie Crown, whether British subjects or not within the purview 
of this sub-section, on the ground that it seemed unnecessary to 
give to persons who were not British subjects specially favourable 
treatment which was not accorded to British subjects. 

The pay of officers whose services have been lent to, and whose 
salaries are paid by, Indian States are not chai'geable to income- 
tax under this section unless they are drawn or received in British 
India; but the leave allowances and pensions of such officers are 
chargeable to income-tax unless covered by any of the exemptions 
in paragraph 17. The Government of India recover contribu- 
tions at fixed rates from the Indian States to meet the cost of leave 
allowances and pensions of officers in foreign service and make 
themselves responsible for paying the leave allowances and pensions 
of their emploj'es earned in foreign service. The portion of sala- 
ries of Government officers serving in Indian States, which is paid 
in the first instance by the Government of India but is subsequently 
recovered from the State concerned, is not liable fo income-tax. 

27 . Salaries, etc., paid, outside India . — Under exemptions 
Hos. 21 — 25 quoted in paragraph 17, leave allowances or salaries 
paid in the United Kingdom to, or drawn from any Colonial 
treasury b}', officers of Government on leave or duty in the United 
Kingdom or in a Colony and the pensions of officers of Government 
residing out of India, which are paid in the United Kingdom or 
are drawn from any Colonial treasury, are exempt from tax. 
Similarly under exemptions 23 and 27 leave salaries or leave allow- 
ances paid in the United Kingdom or in a Colony to officers of local 
authorities or to employes of companies or of private employers on 
leave in the United Kingdom or in a Colony and pensions paid in 
the United Kingdom or in a Colony to officers of local authorities, 
or to employes of companies or of private employers, provided such 
officers or employes are residing out of India, are exempt from 
tax. Vacation salaries paid in the United Kingdom or in a Colony 
to Judges of High Courts or of Chief Courts* to Judicial Commis- 
sioners or to other officers of Government when on vocation therein 
are also exempt from tax — vide exemption Ho. 24 in paragraph 17. 

Pay and allowances drawn by officers from the Indian revenues 
which are earned by them by service outside India are not liable to 
the tax unless they are drawn or received in India. 

28 . Interest on securities. ( Section 8 ). — As regards sterling 
securities, see paragraph lG. 

The interest chargeable under this section is the interest only 
on securities of the Government of India or of a local Government 
or on debentures or other securities for money issued by or on behalf 
of a local authority or company. It does not include the interest 
on debentures issued by firms, associations, clubs, or individuals 
the interest on which is chargeable Tinder section 10 or 12. 

With reference to the first proviso the Government of India 
War Bonds 1920, 1921, 1922, 1923, 1924, and 1928, 5 per cent. 
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loan 1945-55, Five-year 6 per cent. Bonds, 1926, Five-year 6 per 
cent. Bonds, 1927, Ten-year 6 per cent. Bonds, 1930, Ten-year G 
per cent. Bonds, 1931, Ten-year 6 per cent. Bonds, 1932 and Ten- 
year 5 per cent. Bonds, 1933, have been issued income-tax free. 

The second proviso to this section prescribes that where a local 
Government issues a security as income-tax free, the income-tax 
on the interest thereon shall be payable by that local Government. 
So far as investors are concerned, therefore, securities issued income- 
tax free, whether by the Government of India or by local Govern- 
ments, stand on exactly the same footing, that is, income-tax is 

# t 

Page 161 . — In the 12th line of the first new sub-para- t 

graph on the page, after the word “ income 5 5 insert the. ■ 
following : — 

“ It should be included in the “ total income ” of the 
year in which it is paid 

the Accountant-General, Posts and Telegraphs (see paragraph 17-A). 
Super-tax is, however, payable by the recipient in respect of such 
interest, since, under section 58 of the Act, the provisos to this 
section do not apply to super-tax. 

For interest on other securities, which are entirely exempt from 
tax, see paragraphs 17 (7), (8), and (28). 

For interest on securities held by Provident Funds, etc., see 
paragraph 21. 

The interest on securities held by a Co-operative Society is liable 
to income-tax (see paragraph 17-A). 

Where a bank or other concern engaged in business -similar to 
that of a Bank receives deposits or loans in the course of its business 
and invests the money so borrowed as occasion arises, it should be 
allowed in computing its liability to income-tax to set off the entire 
interest on such borrowings against its entire income liable to tax. 
bio attempt should be made, for example, to allocate a proportion 
of the borrowed money to investments in tax-free securities and to 
set off the interest on such proportion against the tax-free securities 
instead of against the taxable income. 

But (as an exception to the foregoing) in the rare cases in which 
there is definite proof (not a mere inference) that a certain sum 
was specially borrowed by a Bank or similar concern for the pur- 
pose of investment in tax-free securities and has been so invested, 
the interest on the money so borrowed should be set off against 
the interest on the tax-free securities and not against the income 
liable to income-tax. 

Assessees other than Banks or similar concerns may set off 
interest on money borrowed specifically for investment in taxable 
securities or shares, and so invested, against their income liable to 
tax taken as a whole, and not merely against the interest on such 
securities or the dividends on such shares. In all such cases there 
must be clear proof and not a mere inference that the money was 
INCOME-TAX _ H 
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specifically borrowed for sucli investment and actually invested. 
They cannot be allowed to set off against tlieir income liable to tax 
interest on money borrowed for investment in tax-free securities 
and so invested. 

Income-tax (but not super-tax) in respect of income chargeable 
under this head is deducted at the source [Section 18 (<3)] , 

29. Property. ( Section 9). — The tax is payable under this head 
in respect of property consisting of any building or lands appur- 
tenant to a building by the owner of such property. Lands not 
attached to. a building are not chargeable under this section. The 
income derived from vacant lands let out in urban areas for the 
purpose, e.g., of storing materials is chargeable to the tax under 
section 12. 

Buildings or lands occupied by the owner thereof for the pur- 
poses of his own business are not liable to the tax under this head. 
This particular provision was inserted in order to avoid the un- 
necessary complications in previous Acts under which the annual 
value of such property was liable to the tax under this head and a 
corresponding deduction wa3 allowed to the owner under the head 
“ business ” (Section 10). 

It is to be noted that it is only the owner who is liable to pay 
tax under this head. Where a person derives an income from house 
property which he holds on lease, such income is chargeable under 
section 12 — “ other sources ”. 

30 . Property — Definition of annual value. [ Section 9 (2).] — 
The tax is, under the head “ property ”, chargeable in respect not 
of any actual rental or cash received, but of the “ bond fide annual 
value ”. The bond fide annual value of a building is the full 
market value at which the building could be let from year to year 
irrespective of any charges by way of municipal rates or taxes there- 
on. It therefore differs from the actual annual rent payable on a 
long term lease or the actual rent payable on a yearly lease under 
a privileged rental or with tenant’s liability to pay owner’s rates 
or taxes. The only limitation on taking the full market value is 
that in cases where the property is in the occupation of the owner 
for the purposes of his own residence the “ annual value ” is re- 
stricted to a maximum of 10 per cent, of the “ total income ” of the 
owner. The phrase “ total income ” in this definition has .the 
meaning given to it in section 2 (15) of the Act, viz., income, profits 
and gains of such owner from all sources to which the Act applies 
and, therefore, does not include income derived from any of the 
sources specified in section 4 (2) of the Act, (sxicli as, for example, 
“ agricultural income ”), which are exempt from the tax. 

31 . Deductions allowed in respect of property. — It is to be parti- 
cularly noted that, as stated in paragraph 58, no deductions are 
permissible on account of any municipal or local rates or taxes in 
respect of property. Nor can any allowance be made for brokerage 
for raising loans on mortgages and legal charges relating thereto 
since such charges are in the nature of capital charges. The, only 
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deductions from the “ annual value ” permissible are those speci- 
fied in section 9 (1). 

Where an assessee is the owner of several items of property 
within the meaning- of section 9 (1), the allowance admissible under 
that section should be worked out with reference to the annua] 
valuation of the property taken as a whole and not item by item. 

Ordinarily, no expenditure is allowed as a deduction in calculat- 
ing- income for the purposes of the Act except such expenditure as 
has been incurred solely for the purpose of earning that inco me . 
Under clause (iv) of sub-section (!) of section 9, there is no such 
restriction, so that a property owner is entitled to set off, against 
the annual value of property, the interest payable on a mortgage 
or other charge upon the property irrespective of the purpose for 
which the encumbrance was created. 

The proviso to sub-section (1) of section 9 has no application to 
interest on money borrowed for business purposes even though such 
money may have been borrowed on the security of the assessee’ a 
property. 

32. Proof of expenditure where deductions are claimed in respect 
of “ property ”. [Section 9 ( 1). ]- — The allowance on account of 
repairs, [viz., one-sixth of the annual value in the case specified 
in clause ( i ), and in the case specified in sub-clause (ii), the amount 
permitted by that clause] is a fixed allowance which should be 
granted without proof of the actual expenditure in any year and 
irrespective of the amount of such expenditure. It should also be 
allowed in full even when an allowance is given for “ vacancy ” 
under section 9 (I) ( vii ). The allowances on account of the annual 
premium paid to insure the property against risk of damage or de- 
struction or on account of annual charge or ground-rent or land 
revenue or of collection charges must be supported by proof of the 
actual expenditure. Interest that has fallen due on a mortgage 
should, however, be allowed as a deduction even though it may 
not have been actually paid. 

33. Property. Insurance deductions. [Section 9 ( 1 ) (iii ) . ] — 
The only insurance deduction permissible is the amount of the 
annual premium paid to insure the property against risk of damage 
or destruction. In some cases owners insure against loss of rent. 
Where an owner asks for an allowance on account of the annual 
premium for such insurance it should be allowed if such owner 
agrees to pay tax on any amount recovered from the insurance 
company. Where no such allowance is claimed or allowed tax is 
not to be charged on the amxnmt recovered from the insurance 
company. 

33-A. Property. “ Charge.” [Section 9 (1) (iu).] — Deduc- 
tion should be allowed on account of any ” charge ” secured on the 
property and not merely of the interest on such a charge., 

■ 34. Property. 'Collection charges. [Section 9 (1) (m).] — As 
regards collection charges rule 7 fixes 6 per cent, of the annual 
value as the maximum amount permissible. Where a house has 
remained vacant for a period, this maximum, of course, would 
never be reached and in many cases there will be no collection 
charges. The maximum amount permissible should be reduced in 
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all cases where a house lias remained vacant for a period to 6 per 
cent, of the annual value as diminished hv the amount allowed in 
respect , of vacancies. Proof must always be given of the 
collection charges having been incurred. Pule 7 simply provides 
that, where there is proof of collection charges, such charges may 
be allowed subject to the provision that in no case shall the amount 
allowed on account of collection charges exceed G per cent, of the 
annual value. 

Legal expenses incurred in recovering rents from tenants should 
be treated as a permissible deduction included in collection charges 
subject to the following conditions : — 

(«) Only net legal expenses, that is, expenses after deducting 
any costs recovered from the opposite party will be 
deducted. 

(b) The actual expenses incurred in excess of the costs deducted 

will lie allowed in the year in which the decree is passed; 
a further allowance for costs proved to he irrecoverable 
will he driven later, if necessary. 

(c) The total allowance for collection charges including legal 

expenses allowed must, of course, not exceed the statu- 
tory G per cent. 

34-A. Properly. Deduction )or unrealised rent. — ■Unrealised 
rent on any property is exempt from income-fax and is also ex- 
cluded in computing the total income of an assessee, provided 
that— 

(a) the tenancy is bond fide; 

(b) the defaulting tenant has vacated, or steps have been taken 

to compel him to vacate, the property; 

(c) the defaulting tenant is not in occupation of other pro- 

pert}' of the assessee: and 

( d ) the assessee has taken all reasonable steps to institute legal 

proceedings for the recovery of the unpaid rent. 

35. Property. Allowance in respect of vacancies. [ Section 9 
(1) (rn).] — No fixed rule can be laid down regarding the allowance 
to he granted in respect of vacancies under clause (mV). Property 
is taxed on the “ annual value ” which, as noted above, is the com- 
mercial rent of a house — the rent which it would fetch if let. by the 
year. Where the property is let at an annual rental correspond- 
ing to the annual value it would he fair to allow a proportionate 
deduction corresponding to the period of the vacancy, that is, if it 
were vacant for half the year, half the annual value might he 
allowed. Property may be let on short lease for a period less than 
one year and fetch a rent for that period far in excess of what has 
been fixed as the “ annual value,” and in such cases no allowance 
obviously can he given. Where a claim is made on account of 
vacancies, the owner should he asked to state what the actual rental 
was that he had received for the period of the year during which 
the property was let and the amount allowed on account of vacan- 



cies should, under no .circumstances, exceed the amount, by which 
the rent received falls • short of the annual value. There can, of 
course, be no allowance in> connection with any property which is 
reserved .by the owner for his private occupation. A claim or 
account of vacancies can. only be .'entertained in connection with 
property that is usually let. : y : , ri , / . r 

36 . Property . Limitation of total allowance. [Section ■ 9 
(1).]— The proviso to. section 9 (1), that the aggregate of .'the 
allowances made under that sub-section shall in no case exceed the 
annual value j was 'inserted owing to the new provision in section. 24 
providing for the set-off of losses under one. head against income, 
profits or gains under any other head. Instances have occurred; of 
buildings situated in extensive grounds or on valuable sites being 
mortgaged for sums the interest on which is far in excess of the 
“ annual value ”. The result of this proviso is that the annual 
value of the property belonging to an assessee can in no case be 
reduced to a minus sxxm owing to the allowances, "and that there car 
‘be- no loss under this head to be set against income," ‘profits or gains 
under any other head. . 

37 . Method of accounting for assessing income, profits and gams 
under sections 10, 11 and 12. {See section 13 .) — Owing to a High 
Court ruling, referred to in paragraph 13, regarding the definition 
of the word “income” the provisions in the present Act have 
been so worded as to make it clear that as regards income, profits 
or gains from business, professional earnings or the other sources 
mentioned in section 12, no uniform method of accounting is pre- 
scribed for all tax-payers, and that every tax-payer may, so far as 
is possible, adopt such form and system of accounting as is best 
suited for his purposes. The only restrictions are that the method 
adopted must be one that clearly reflects the income of the assessee 
in respect of the fixed period of “ the previous year ” and that it 
is the one regularly employed by him for the purposes of his busi- 
ness. If the tax-payer does not regularly employ a method of 
accounting which clearly reflects his income for the “ previous 
year,” the computation will be made in such manner as in the 
opinion of the Income-tax Officer does clearly reflect it. 

There are two main, systems of" keeping accounts. There is 
firstly the cash basis system, where a record is kept of actual receipts 
and actual payments, entries being made only when money is 
actually collected or disbursed. There is secondly, the mercantile 
accountancy system under which a profit and loss account is main- 
tained and a comparison is made of the value of the stock in hand 
at the beginning and at the end of each year. "Under this latter 
system entries are made in the accounts on the date not of receipt 
of money or expenditure of money, but on the date of transactions 
irrespective of the date of payment. "When goods are sold, for 
example, an entry is made at once on the receipt side of the 
account, although no cash may be received at the time in pajunent 
of such goods; and an entry is similarly made on the debit side 
when a liability is incurred although payment on account of such 
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liability may not be made at the time; It will be the method of 
accounting adopted for or by the tax-payer, therefore, that will 
determine the period within which any item of gross revenue or any 
deduction therefrom is to be accounted for, and which will deter- 
mine whether particular allowances are or are not permissible. 

It is for this reason that the Act does not contain a complete 
statement of the deductions or allowances that, are permissible or 
not permissible in working out business profits or professional earn- 
ings, since certain allowances or deductions can only occur where 
the mercantile accountancy system is adopted. There can, for 
example, be no allowance for “ bad debts ” where the cash basis is 
the method of accountancy employed. Under the mercantile 
accountancy system, as noted above, an entry is made on the receipt 
side when a sale is concluded, although the money on account of 
such a sale has not been paid and in malring up the accounts at the 
end of the year such entries are treated as receipts, and the tax is 
levied on these “ book profits.” It may happen that some of these 
“ book profits ” cannot be recovered; they are written off as “ bad 
debts ” when found to be irrecoverable; and since such “ book pro- 
fits ” have been included in the income assessed to income-tax, the 
“ bad debts ” must be written off against the “ book profits ” in 
the year in which they are written off in the accounts as irrecover- 
able. Where the cash system is adopted, there can be ho “ bad 
debts”. 

A bad debt or irrecoverable loan cannot be allowed as a deduc- 
tion unless: — 

(a) the assessee has written it off his accounts. 

(b) it has actually become bad or irrecoverable, and 

(c) it actually became so in the “ previous year ”. 

The word c< irrecoverable ” in the term “ irrecoverable loan ” 
should be given a wider sense than its technical legal meaning. 

The fact that a loan or other debt has become legally “ irrecover- 
able ” is not conclusive evidence that it is actually irrecoverable or 
“ bad ”. But a loan or other debt that has become legally 
irrecoverable should ordinarily be treated as actually irrecoverable 
or “ bad ”, xxnless the assessee proves it to be otherwise. 

The contention often put forward by assessees, or their 
representatives that if a debt or loan is written off it can no longer 
be recovered by suit, should not be admitted because a creditor 
who has written off a debt or loan in his accounts as bad or irrecover- 
able is not in any way debarred from suing for its recovery unless 
the act of writing off is communicated to the debtor or it is agreed 
between 'the creditor and debtor that a certain amount shall be 
paid and accepted in full satisfaction. 

Again, it will be the method of accounting that will determine 
the particular year in which allowances common to both systems 
of keeping accounts may be made. In sub-section (2) of section 
10 of the Act provision is made for allowances on account of rent 
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paid, interest paid on capital borrowed, the amount of premium 
paid in- respect of certain classes of insurance, amount paid on 
account of current repairs, etc., and sub-section (3) of section 10 
states tllat tbe word “paid” means “actually paid” or “in- 
curred ” according to tbe method of accounting upon tbe basis of 
which profits or gains are computed, i.e., where the cash basis is 
adopted, it will be the date of actual payment that will determine 
the year in which such allowances may be made, whereas if the 
mercantile accountancy system is adopted, the allowances can be 
claimed in the year in whicli the liability to pay accrued. 

38. Method of . accounting “ regularly employed ”. ( Section 

13 ).— The method of accounting regularly employed by an assessee 
for the purposes of his business should, so far as possible, be the 
method adopted for working out his profits for income-tax purposes ; 
but the Income-tax Officer has to decide .whether that method of 
accounting is the one regularly employed for the purposes of the 
assessee’s business and whether it is such as to reflect clearly the 
taxable profits for the “ previous year ”. In most cases this should 
cause no difficulty. Doubtful cases should be referred to higher 
authorities. As an example of the principles to be followed in 
settling doubtful cases two instances of such cases are given. It 
is the practice amongst certain merchants to prepare their accounts 
on the basis of the mercantile accountancy system in respect of 
transactions between themselves and members of their own com- 
munity, but on the basis of cash payments in the case of transac- 
tions between themselves and their customers. Provided that the 
same system is continuously employed, there appears to be no 
reason why this particular practice should not be considered to be 
a “ method of accounting regularly employed ”, Again there are 
cates where the various branches of a business are only closed 
once in three or five years and where the accounts of the branches 
are not annually incorporated in the head-quarters business’s 
accounts. In such a case it might be possible to assess either on the 
average annual profits of the branches as disclosed by the accounts 
last filed or on the actual profits brought to account owing to parti- 
cular branches closing in particular years. 

The cases in which an assessee desires to change his accounting 
system should be rare and where such a request is made, the Income- 
tax Officer in considering it should, as in the similar case of a 
demand for a change in the “ previous year ” (paragraph 6), if he 
is prepared to allow the change, take steps to secure that no profits 
escape taxation on account of the change. "While section 13 leaves 
it to the discretion of the Income-tax Officer to decide whether a 
particular system of accounting should be accepted or whether 
a change in the system of accounting should be allowed, the discre- 
tion of the Income-tax Officer in this matter can be questioned in 
the course of an appeal against an assessment under section 30, i.e., 
it may be made one of the grounds of appeal in . contesting the 
assessment of the profits. . ; • 
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39. Business (Section 10 ). — “ Any business” in sub-section 
(1) of the section means “any business or businesses 

40 . Business deductions. General.— While, as . stated* iu para- 
graph 37, ' it is not possible, owing to the variety of accounting 
systems, to prescribe exhaustive lists, of deductions that are or are 
not permissible in the case of all businesses, section 10 (2) contains 
a list of allowances that are permissible in the case of all businesses. 
Tlie following is a list of the deductions that are not permissible 
in the case of any business whatever the system of accounting may 
be that is adopted: — 

reserves for “ bad debts ” or for “ provident ” or other funds 
or any other purpose such as the equalisation of profits or dividends; 

expenditure of the nature of charity or presents; 

expenditure of the nature of capital ; 

cost of additions to, or alterations, extensions or improvements 
of, any of the assets of a business; 

sums paid on account of income-tax or super-tax in India or 
elsewhere or any tax levied by an} r authority other than land 
revenue, local rates or municipal taxes in respect of the portion of 
the premises only which is used for the purposes of the business; 

drawings or salaries of the proprietors or partners; (c/. Madras 
High Court, Case No. 8 of 1921, Board of Bevenue, Madras, 
versus B. S. Mining Co., Gudur I, Srinivasan’s Tax Cases, page 
176); 

interest on the proprietors’ or partners’ capital including 
interest on reserve or other funds; (c/. Allahabad High Court, 
Case No. 223 of 1923, in the .matter of Lalla Mai Hardeo Das 
Cotton Spinning Mill Co. of Hathras I, Srinivasan’s Tax Cases, 
page 266). 

Private or personal expenses of the assessee; 

rental value of property owned and occupied by the owner of a 
business for the purposes of the business; 

Losses sustained in former years; 

. any loss recoverable under an insurance or a contract of 
indemnity; 

depreciation of any of the assets of the business other than the 
depreciation allowed under section 10 (2) (vi ) ; 

any sums paid on account of any cess, rate or tax levied on the 
profits or gains of any business or assessed at. a proportion of or 
otherwise on the basis of any such profits or gains; 

any expenditure of any Lind which is not incurred solely for 
the purpose of earning the profits. 

4zl.\Biisiness deductions. Irrecoverable Loans. [Section 10 
(2)."j — "Where an assessment is made of profits or income froth a 
banking or hionfey-lendihg business, loans which canhht be recovered 
should be deducted from the assessed profits of such business at 
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the time when such loans can be definitely proved to be irrecover- 
able. For example, if a banker has lent out 5 lakhs of rupees and 
received Es. 50,000 as interest but ; has during’ the same year lost 
an irrecoverable loan of Es. 25,000, he should be assessed on 
Es. 25,000. Similarly, if the same banker receiving Es. 50,000 
as interest on his loans suffers a loss of an irrecoverable loan 
amounting to one lakh during the same year, the income to be 
assessed to income-tax from the money-lending business in that 
year will be nil; These exaniples will apply whether the assessee 
had 1 previously been assessed to income-tax or not. 

This instruction will also apply to the assessment of other 
traders, where loans have been made in connection with the busi- ; 
ness and in which the loans are of the nature of the business and 
the loss is a true trading loss. 

The irrecoverable loans in the sense referred to in this-, paragraph 
are sometimes confused with the “ bad debts ” described in para- 
graph 37, but they are .of a totally different nature. Money lent 
out on interest is the stock-in-trade of a money-lender or banker 
and the loss of such stock-in-trade can clearly be regarded as a 
trading loss like the loss of the stock-in-trade of any other trader 
where the loss is not covered by insurance. In settling claims of 
this nature the question has always to be considered whether money- 
lending is, or is not, a part of the business of the trader in question. 
The investment of savings or occasional loans made to acquain- 
tances cannot be considered to be loans made in the course of 
trading. 

42 . Allowance on account of rent of business premises.' [Sec- 
tion 10 (2) (?').] — -The allowance referred to in this clause is only 
in respect of that portion, of the premises, in which the business is 
carried on and the same limitation applies to all allowances relating 
to premises or buildings in clauses (ii), (iv), (v), (pi) and ( viii ). 
Where premises are owned by the owner of the business, of course 
no allowance on account of rent, is permissible since the owner 
is not . liable to pay tax on the annual value of such premises 
under section 9. Where the trader resides in' a part of the busi- 
ness premises, the full, rental cannot be set ; against the profits 
and the Income-tax Officer must, in each case, determine the- 
portion of the rent that may so be set off. 

43 . 'Allowances' on account of repairs of business premises . — 1 
Where the- assessee is himself the owner of his business premises, he 
is allowed as a deduction the amount spent on repairs each year on 
the portion of the premises used for the purposes of the business 
under section 10 (2) (u) ; where he is the tenant of the premises, he 
is, under section 10 (2) (ii), allowed the amount expended by him 
on repairs if his lease requires .him to execute repairs. Where the 
premises are occupied partly as a residence and partly for the pur- 
poses of a business, 1 the same proportion of the disbursements on 
repairs should be permitted. to be deducted as is taken in calculating 
the rent permissible under section 10 (2) (i). 
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The phrase “ current repairs ” in section 10, sub-section (2) (v) 
should be interpreted to mean such repairs required to keep 
building, machinery, plant and furniture, in serviceable condition, 
as are rendered necessary by ordinary wear and tear (as opposed to 
accidental or wilful damage or other unusual causes) and are of 
their nature recurrent (supposing that the owner displays reason- 
able care and prudence in keeping the asset, whatever it may be, 
in good order) at comparatively short intervals — say, at least, once 
in two or three years. It also includes minor replacements (in 
respect of which it would be absurd to expect an entry to be made 
in a block account or similar record or in any records maintained 
for the purposes of calculating depreciation) and also mere adjust- 
ments of existing parts and in the case of machinery or plant, any 
replacement or renewal which is not so extensive as to destroy its 
identitjr. 

Expenditure on anything that, if it had been done when the 
asset was new, would have increased its capital value should be 
regarded as capital expenditure, 

44. Business — Allowance in res 2 >cct of harrowed capital. 
[i Section 10 ( 2 ) (Hi).] — The allowance under this clause can only 
be given where payment of the interest is not in any way dependent 
on the earning of the profits. It cannot be allowed, therefore, in 
respect of any borrowings the interest on which is not payable 
unless profits are earned or the interest on which varies according 
to the amount of the profits earned. In all cases it will be a ques- 
tion of fact -whether the payment of interest is or iB not actually 
dependent on the earning of profits. No allowance can be made in 
respect of the share capital of companies or of the capital put into 
a firm by the partners; but a company is entitled to an allowance 
of the interest paid on its debentures and a firm to an allowance 
of interest of money borrowed under a mortgage. On the other 
hand, a firm alleging that it has no independent capital and that 
it is working only on capital lent by the partners at a definite rate 
of interest which must be deducted from the earnings of the firm 
before its profits can be declared, is not entitled to allowance \mder 
this section unless definite proof is given that a particular partner 
has made a legal loan to the firm, i.c., a loan under an instrument 
on which he can sue and under which interest at a fixed rate is 
to be paid to him annually irrespective of the earning of any 
profits. ( Cf . Allahabad High Court, Case No. 223 of 1923, in the 
matter of Lalla Mai Hardeo Das Cotton Spinning Mill Co. of 
Hathras I, Sriuivasan’s Tax Cases, page 266). Similarly the share 
of profits given to Mohammedan depositors in lieu of interest on 
borrowed capital cannot be allowed as a business expense. 

Salaries or commission paid to a partner can, under no circum- 
stances, be treated as a business expense. 

No rule has been made under the “ explanation ” to this clause 
defining what Mutual Benefit Societies are to have the benefit of 
the “ explanation ”. It has been found that the “ explanation ”, 
if applied, is likely to give more trouble to the societies than the 
present procedure. Executive instructions have however been 
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fitted -that in tlie case of sucli -societies (which appear to be peculiar 
: >£toY-tKe Madras Presidency) where tlie taxable income is Us. 5,000 
or under and where tbe “shareholders ” or “ subscribers reside 
within the limits of tbe circle of one Income-tax Officer, tbe com- 
pany or society should not be assessed direct to income-tax, but 
tbe principal officer should furnish the Income-tax Officer with a 
list of the amounts paid out to subscribers showing the original 
subscriptions or capital invested and the interest thereon and the 
Income-tax Officer should ascertain what particular recipients of 
these payments are liable to tax and should add the amount of 
interest that they have received to the income on which they would 
otherwise have been assessed, that is, he should assess the recipients 
direct. 

45. Business — Allowances in respect of insurance premia. 
[Section 10 (2) (iv) . ] — The allowances under this clause are re- 
stricted to insurance policies taken out against the risk of damage 
or destruction of buildings, machinery, plant, furniture, stocks or 
stores, used for the purposes of the particular business of which 
the profits or gains are being calculated and no allowance can be 
made on account of premia in regard to other insurances. .Further, 
any sums not actually expended on premia but merely set aside 
by a company or firm as an insurance fund are simply a particular 
description of reserve and no allowance or deduction can be given, 
in respect of such reserves. 

The Act does not contemplate the deduction of premia on 
account of insurance against a loss of profit. If, however, the 
owner of a business elects to claim any such allowance, he should 
signify his intention to the Income-tax Officer — and if he makes a 
declaration in writing, undertaking generally to pay the tax on 
any amounts recovered from an Insurance Company under any 
such policy or policies, the allowance will be granted in respect 
of the premia for any such policies that he may have taken out 
not more than a month before the date of such declaration or that 
he may take out subsequent thereto. Where no allowance is asked 
or allowed in respect of such policy, any sums received, from the 
Insurance Company on account of the policy will not be liable 
to tax. 

46. Allowances in respect of depreciation. [ Section 10 (2) 
(w).] — The allowances permissible under this clause are prescribed 
in rule 8 and the information that must he furnished in order to 
obtain an allowance is set out in rule 9. It is only the particular 
classes of buildings, machinery, plant or furniture mentioned in 
rule 8 in respect of which the depreciation allowance can be 
claimed, and the buildings, machinery, plant or furniture for which 
depreciation allowance is claimed must be used for the purposes 
of the particular business of which tlie profits or gains are being 
computed, hfo allowance can be claimed on account of deprecia- 
tion, for example, of any portion of a building which is used as » 
residence by the assessee. Further, the buildings, etc., must bn 



tlie property of the assessee. No allowance can be claimed if they 
are leased from others. 

Buildings belonging to the owner of a business and used by him''- 
In order to house his employes are buildings used for the purpose of 
business if the 6wner cha’fges no rent. If, however, rent is 
charged, section 9 would apply. 

The Madras High Court in Commissioner of Income-tax, 
Madras, versus Messrs. Massey & Co., Ltd., Madras II, Srinivasan’s 
Tax Cases, page 302), hare luled that when a person succeeds to 
a business, he is entitled to carry forward for the purpose of assess- 
ment the unexhausted depreciation allowance in respect of build- 
ings, machinery, plant, etc., due to his predecessor in the year 
previous to the succession. The depreciation allowance due to the 
successor on account of the buildings, machinery, etc., taken over 
by him should therefore be worked out on the basis of the original 
cost to the predecessor and not on the value at which the building, 
machinery, etc.; are taken over by him. 

Except where there has been a succession, the percentage allow- 
ance is on the original cost of the machinery, etc., to the assessed 
and not the original cost to a previous owner if it had been pur- 
chased from a previous owner. Depreciation should be allowed 
on the cost of setting up machinery and plant, that is, the expres- 
sion “ original cost ” in Section 10 ( 2 ) (yi) should be held to in- 
clude the cost of freight, pay of Engineer and staff who erect the 
machinery, put it in working order, and carry out experiments to 
test it. The rates of depreciation allowance fixed in rule S are 
fixed rates for the whole of India. Depreciation at those rates 
must be allowed each year when there are sufficient profits, and 
only the excess of the' depreciation allowance over profits can be 
carried forward from year to year until absorbed, and this practice 
must be followed whether the depreciation allowance is adjusted 
in the accounts of the assessee or not and irrespective of the amount 
shown in the accounts. It is for this reason that in the form of re- 
turns of income prescribed in rules IS and 19 any amounts entered 
in the accounts of an assessee for the depreciation of any of the 
assets of the business must be written back as the amount allowed 
for income-tax purposes is the amount prescribed in the rules and 
not the amount entered in the books of the assessee. 

Where an assessee owns more businesses than one, any part of 
the ’depreciation allowance in respect of one biisiness, that cannot 
be set off against the profits of the same business, owing to. the 
profits in question being insufficient, shall be set off, if possible, 
against the profits for the same year of any other business . or 
businesses owned by the assessee. Any amount of depreciation 
that cannot be set off against the assessee’s Business profits for the 
same year, whether he owns one business or more, shall be set of? 
under Section 24 against his income, profits or gains under any 
other head in that year. Any part of the depreciation allowance 
due to an assessee that cannot be set off against his income, profits 
or gains under all heads for the year in question, shall be carried 
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forward to the iifest year tinder proviso (&) ; to srib-section (2) (vi) 
of Section 10 of tlie Act. The assessee should not he allowed the 
option of either setting oil unabsorbed depreciation allowance 
against the profits of any other business or against other heads of 
income, profits or gains on the one hand or carrying it forward on 
the other. 

This clause provides for the depreciation of furniture, but it may 
not Suit the convenience of particular traders to ask that a depre- 
ciation account should be kept up for petty items of furniture and 
a Depreciation allowance on account of furniture should, therefore, 
be granted only in cases in which it is asked for, in which event 
the cost of replacement should not be allowed; where such depre- 
ciation allowance is not asked for, the cost of replacement should 
be allowed in the year in which the furniture is replaced. 

Whatever depreciation allowances are granted, it will be neces- 
sary to maintain an account showing the original cost to the assessee 
of the plant, the amount of the annual allowance, the amount of 
the allowances already granted and the balance still to be allowed. 

, The percentage allowance fixed in the rule for the permanent 
way of electric tramways only covers cases where the number of car 
miles per mile of track does not exceed 125,000 car miles per 
annum. Where the number of car miles per mile of track per 
annum exceeds 125,000 special terms will have to be made in each 
case. Similarly special consideration should be given to each case 
where there are special circumstances such as exceptional gradients, 
the compulsory use of wood paving, etc., tending to .show that the 
car mileage does not fairly represent the wear and tear of the 
track. The cost of renewing concrete foundations should be allowed 
as a trading expense as and when incurred, provided that, if the 
renewed foundations are an improvement on the old ones, so much 
of the cost of the renewed foundations as represents such improve- 
ment should not be admitted as a trading expense. Amounts re- 
ceived for the old materials, whenever renewals are effected, should 
be credited against the cost of the renewals, and if the old materials 
are not disposed of at the time or are used for other purposes, their 
estimated value should be deducted, subject to adjustment if neces- 
sary, as and when the old materials are disposed of. The percent- 
ages fixed for the depreciation of the' permanent way are based 
upon the estimated life of a track from a consideration of the 
number of car miles per mile of track, and consequently these per- 
centages may vary in connection with the same undertaking. It 
must be clearly understood that the revision of the life of a track 
need not necessarily be deferred till the whole track is renewed, 
because it may become clear before that date that revision is neces- 
sary either in the direction of increasing or decreasing the average 
life. As regards the rate for general plant, machinery and tools, 
all other plant and machinery including workshop tools' but exclud- 
ing loose implements, office furniture and small articles which re- 
quire frequent renewals (expenditure , on which is allowed as a 
business expense against revenue), should ’be lumped toe-ether and 
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the rate of 5 per cent, depreciation should he allowed thereon in 
addition to the cost of repairs. No depreciation should be allowed 
on overhead equipment, i.e ., trolley wires and connections : all ex- 
penditure on maintenance and renewals should be charged as 
working expenses, as and when incurred. 

The item “ Below ground — All to be charged to revenue ” in 
exception (1) under item 6 (Mineral oil companies) — B. (Field 
operations), in Buie 8 means that on the plant in question (pipes, 
etc.) below ground, depreciation is to be allowed at 100 per cent., 
so that if the profits are insufficient in any year to allow of the full 
100 per cent., being written off against them, the balance can be 
carried forward, under proviso (6) to section 10 (2) (vi) of the Act 
to subsequent years. 

No depreciation allowances are granted to railways on account 
of depreciation of their rolling stock as renewal charges are allowed 
as a business deduction. 

An assessee deriving income from a railway or tramway (other 
than an electric tramway) business may at his option require that in 
computing the profits or gains of such business the following allow- 
ance shall be made in lieu of the allowances specified in clauses 
(v). (vi) and (vii) of sub-section ( 2 ) of section 10 of the Act, namely : 

The actual expenditure incurred by the assessee during the 
previous year on repairs, replacements, and renewals of 
plant, machinery, buildings and furniture which are the 
property of the assessee. 

If he, however, has exercised the option referred to above in 
any year, he shall not be entitled to withdraw that option 
in any subsequent year without the consent of the Commis- 
sioner of Income-tax. 

Ho depreciation allowance can be allowed on professional equip- 
ment, G.g., surgical and dental instruments, because as the law 
stands, depreciation on machinery and plant, etc., can only be 
allowed in computing income from business, and not under section 
11 in computing income from a profession. The cost of replacing 
(as distinguished from original and additional purchases) such 
instruments should be allowed as an expenditure under section 
11 {2) ' 

As stated in paragraph 40, no allowance can be made on account 
of the depreciation of the assets of a business other than the parti- 
cular items mentioned in this sub-clause and in rule 8. Ho 
depreciation allowance, for example, is permissible to provide for 
the amortisation of capital sums paid on account of the purchase- 
of the lease of a mine or for the depreciation of wasting assets such 
as coal. Depreciation allowances should, however, be allowed for 
sinking shafts, tramways and sidings in coal mines, whioh and' 
included in the term “ plant ” . 

Where a business of such a nature that the profits derived from 
it were not previously liable to tax owing to a special exemptions 
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conferred eitlier by statute . or by notification, of rule liaving the 
force of law (examples are Shipping Companies and. Indigo Com- 
panies), is taxed for tfie first time, the assessee is not entitled to 
claim in the first year of taxation, under proviso (6) to section 10 
(2) (vi), accumulated depreciation allowances for all tlie years 
during which, the profits of the business were not liable to tax. 
Rut in such cases depreciation must be allowed year by year for . 
the full period of 20 years (or whatever it may be). 

Shares and securities held as part of the capital of a business 
should be similarly dealt with. So long as shares or securities 
continue to be held by a company, firm or individual as part of his 
or its capital, any depreciation or appreciation in their market 
value is outside the scope of- the Income-tax Act; and similarly, 
when the value of shares and securities so held (for example, the 
securities constituting the reserve fund of a bank or other 
company) is realised, the transaction is a capital transaction, and 1 
no account should be taken for income-tax purposes of any profit 
or loss resulting from the sale. On the other hand, where an in- 
dividual company or firm habitually uses part of his or its resources 
in the purchase of securities or shares with a view to obtaining 
profit on their sale and the subsequent re-investment of the proceeds, 
the : individual, company or firm is, in altering his or its invest- 
ments, carrying on a trade for the sake of obtaining profit there- 
from, and the profits secured or losses incurred are trade profits or 
losses which must be taken into account in determining the assess- 
ment to income-tax. It will, therefore, always be a question of 
fact to be decided on the merits of each case whether the changes 
. in investment are of sufficiently systematic a' character to consti- 
tute the exercise of a trade, but if they are, the profits therefrom 
are liable to assessment, and an allowance must be made for 
any losses in calculating the amount of tax payable. 

47.. Business — - Obsolescence , dlloivances. [ Section 10 (2) . 
(nw).]— It must be particularly noted that the allowances under 
this clause can only be given where the machinery or plant 
"becomes obsolete. Where machinery or plant is sold for reasons 
other than that it has become obsolete, no allowance can be given. 
Where a machine is sold no allowance can be given if the facts 
present evidence that the machine is not obsolete. 

The amount allowed for obsolescence is, again, calculated upon 
the original cost to the oxvner. The amount to be given is the 
amount of such original cost to the owner as reduced by the depre- 
ciation allowances under clause (vi) and the amount for which 
the machine is actually sold or its scrap value. For example, a 
machine costing Rs. 3.0,000 on which a depreciation allowance 
of 10 per cent, of the original cost is admissible is sold after 5 
years for Rs. 2,000. .The original owner gets Rs. 5,000 for 
depreciation and nothing for obsolescence as the machine is not 
scrapped or sold on account of obsolescence. The second owner 
gets also an allowance at the rate of 10 per cent., and as the cost • 
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of the machine to him was Rs. 2,000, his annual allowance is 
Rs. 200. If owing to its becoming out of date the machine is 
scrapped useless after three years, then in the year in which it is 
so scrapped the second owner can claim Rs. 1,400, for obsolescence. 
Kb allowance for obsolescence is obviously permissible if the 
machine lasts 10 years or more with any one oivner. Where, how- 
ever, the “ second owner ” is not merely a purchaser but a 
“ successor ” to the business of his predecessor to which the 
machine originally belonged, the amount allowed for obsolescence 
is calculated on the original cost to the predecessor and not on 
the value- at which the machine was taken over. In this case 
no allowance would be permissible if the machine lasts 10 years 
in all. 

47- A. Business — Allowance on account of dead or useless 
animals. [(Section 10 (2) (uii-a).] — The allowance in respect of 
live stock- that has died or become permanently useless to the 
assessee should be granted whether the live stock is replaced or not. 

48. Allowance on account of rates or taxes. [Section 10 (2) 
(viii) . ] — The allowance under this clause covers only the land 
revenue and local rates or municipal taxes paid in respect of the 
portion of the premises used for the purposes of the business. In ' 
assessing income from business a local rate or tax which is payable 
irrespective of whether profits are made or not should be treated 
as expenditure incurred solely for the purpose of earning profits 
or gains within the meaning of section 10 (2) (i.r) if the rate or tax 
is not an admissible deduction under section 10 (2) ( viii ). Ko 
allowance can be given on account of any other rates or taxes what- 
soever. All rates and taxes therefore, whether levied on the pro- 
fits of a business or which are charged on the proprietor of a 
business in respect of anything other than the actual portion of 
the premises used for the purposes of the business, must be dis- 
allowed. (See also paragraph 53 and Patna High Court, Case 
Ko. 102 of 1920, in the matter of Raja Joyti Prasad Singh Deo 
of Ehshipur I, Srinivasan’s Tax Cases, page 103.) 

48- A. Business — Allowance on account of bonus paid to 
employes [Section 10 (2) (viii-a).] — The allowance under this 
clause covers any sums paid as bonus or commission to an em- 
ploye for service rendered if such sum would not have been pay- 
able to, him as profits or dividends if it had not been paid as 
bonus or commission, provided that the amount is reasonable with 
reference to his pay and conditions of service, the profits of the 
business for the year in question and the general practice in 
similar businesses. 

49. Miscellaneous business deductions. [Section 10 (2) (i.r)]. 
—While the Act makes no provision for contributions by employ- 
ers to private provident funds constituted ’ for the benefit of their 
employees being deducted in arriving at busines income liable to 
allowed as a business expense in all cases where the funds are 
tax, contributions to such provident funds by employers should be 
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constituted as irrevocable trusts and where no part of the employ- 
ers’ contributions can be recovered by them. Where, however, 
such funds remain in the hands or under the control of the employ- 
ers, no contributions by them can be allowed as a business expense ; 
but in such cases actual payments made to employees leaving the 
service of the employer’ should.be allowed as a business expense 
in the year in which such payments are made, so far as such pay- 
ments are made from the , contributions of the employers whether 
in that year or in preceding years. As regards employers’ contri- 
butions to “ recognised ” provident funds, see paragraphs 2Q-A and 
20-IT. i 

The same remarks apply to superannuation funds or reserves - 
for . the purposes of providing pensions to ex-employees. . Actual 
s um s paid as pensions to ex-employees or to the widow or children of 
an ex-employee should, however, be allowed as a business expense 
where the pensionary payment is a fixed or recurring one, but no • 
claims on account of “ pensions ” should be entertained where the 
..** pensions ” are paid to persons who have or who at any time had 
a share or interest in the business. 

Premia paid by an -employer to covei- the risk of liability to 
compensate any of his employes for injuries, under the Workmen’s 
Compensation or Accident Insurance Act (VIII of 1923) should be 
treated as business expenses and allowed under section 10 (2) .(b?;) 
as a deduction in assessing income from business. 

The following principles' should be observed in dealing with 
claims that bond yide expenditure for the welfare of the em- 
ployes of a business, should be allowed as a business expense. Ko 
contributions towards expenditure incurred by outside bodies which 
may benefit the employes of a company Or firm incidentally with 
members of the general public, should be allowed, such as contri- 
butions for the support of clubs, recreation grounds, religious 
institutions, dispensaries, hospitals, schools and the like. If, on 
the other hand, an assessee maintains a schools or a dispensary 
solely for the benefit of his employes reasonable expenditure on the 
upkeep of such an institution should be allowed as a working 
expense. Similarly, expenditure incurred in the maintenance of 
a conservancy staff employed to keep the surroundings of the 
dwellings of the employes of a concern in a sanitary condition 
should be allowed. In no case, however, should any capital ex- 
penditure be allowed, such as, for example, the amounts expended 
on the construction of latrines, drains, water-works or hospitals. 

Sums embezzled by an employee are an admissible charge 
against the business of his employer. 

Assessees sometimes receive from their constituents payments 
intended to coyer Railway expenses, cooly charges, etc., which they 
have to incur in the course of their business. When payments are 
made out of the sums and are debited specifically to constituents 
they may be allowed as deductions from the assessable income, 
without insisting on strict proof of payment by the production of 
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vouchers, provided that it is reasonably certain that the payments 
have been made. 

Indian traders and business men charge their customers or 
clients a small fee on each transaction — for example so many pies 
on each bag of some commodity sold — the proceeds of which are 
supposed to be devoted to various religious, charitable or educa- 
tional purposes. Such customary subscriptions by clients and 
customers for religious or charitable (including educational) pur- 
poses, and the corresponding expenditure by the assessee, should 
be left out of account altogether in computing the taxable income, 
provided that the Income-tax Officer is reasonably satisfied that 
the sums in question are really applied by the assessee ultimately 
(and not necessarily in the year of collection) to the object for 
which they were ostensibly collected. JSTo attempt should be made 
to separate these subscriptions from the trade expenses of the 
customers or clients to whom they are charged and to disallow 
them as not being trade expenses. 

Sums received for political purposes should be included in 
income and the corresponding expenditure on these purposes should 
not be allowed as a deduction from the taxable income. 

Strictly speaking, the cost of audits and similar operations 
-conducted specially for income-tax purposes, whether in connection 
with assessments, with appeals, or with revision petitions, cannot 
be allowed as a deduction from taxable profits (Ruling of the 
Madras High Court in Secretary, Board of Revenue (Income-tax), 
Madras, versus, D. Munisami Ohetty & Sons, I, Srinivasan’s Tax 
'Cases, page 227). 

The reason for this is, of course, that whereas an audit or 
similar operation conducted in the ordinary course of business is 
properly treated as a “ business expense ”, it is clear that one 
conducted purely in connection with Income-tax proceedings can- 
not be said to be incurred solely for the purpose of earning the 
profits or gains subject to income-tax [see section 10 ( a ) (i#)]. 
Since, however, there may be difficulty in individual cases in 
determining whether an audit or similar operation has been con- 
ducted wholly or partly for business purposes and, in the latter 
case, what portion of the expenditure incurred in connection with 
it can properly be treated as a “ business expense ”, it has been 
decided that audit or other accountancy services in connection with 
an assessee’s accounts for the previous year rendered before his 
return of income is made, if such a return is made on the due date, 
or within any extended period allowed by the Income-tax Office]’ 
for its submission, should be treated as work done for ordinary 
business purposes and therefore the expenditure incurred . thereon 
should be regarded as an admissible deduction in computing tax- 
able income. 

50. Method of converting the net profits of sterling companies 
into rupee for the purposes of income-tax . — Where the business of 
a sterling company is transacted entirely in India, there is no need 



for the Income-tax Officer to look at the sterling accounts as he can 
get a record and ask for a return of the transactions in rupees. 
He should act in the same way m cases where the piofits of the 
Indian branch of a company operating m other countries can be 
separately ascertained. In the case of a company operating through, 
local branches in different countries where the profits of the Indian 
branches cannot be ascertained separately but have to be deduced 
from the total sterling profits of the company from all its opera- 
tions, the net profits of the company for the purposes of assess- 
ment to Indian income-tax should be converted into rupees at 
the rate of exchange ruling on the last day of the year to which 
the account relates unless the Income-tax Officer is able, by am 
examination of the accounts, to ascertain the aveiage rate of lemit- 
tanees throughout the year and to deduce from that the rupee 
profits of the Indian branches. 

51. Premia on issue of shares . — The premia received by a com- 
pany on issue of shares are capital receipts, and, as such, not 
chargeable to tax. In the same way the cost of issuing shares is 
.capital expenditure and cannot be allowed as a deduction for 
income-tax purposes. 


51-A. Professional earnings — Deductions. — [, Section 11 (>2).] — 
The cost of replacing furniture, office equipment and instruments- 
used for the purposes of their profession by professional men, such 
as Doctors, Accountants, Lawyers and Architects, can be allowed 
as an expense under Section 11 (2). The cost of original or addi- 
tional purchases cannot be allowed. 

52. Income from “other sources.” — Deductions. {Section' 
12 .) — The interest paid on money borrowed for the purchase of 
shares or securities can only be set against the income obtained 
from the shares or securities where it is proved either by a banker’s 
certificate or otherwise that the borrowing has been definitely and' 
solely for that purpose; but where such proof is afforded, am 
allowance should be given. 


_ 53. Deductions on account of taxes j)aid. — No deduction is per- 
missible in computing the income, profits or gains on account of” 
any taxes or rates paid in respect of such income, profits or gains- 
except that a local rate or tax which is payable irrespective of 
whether profits are made or not (see paragraph 48) is to be allowed' 
as deduction from income from business. Section 10 (2) (viii) of 
the Act allows as a deduction from business profits sums paid on 
account of land revenue, local rates or municipal taxes in respect 
of premises used for the purposes of a business. This specific- 
provision has been inserted because the local rates paid on account 
of such premises are usually in the nature of a payment for services 
ky supply of water, conservancy arrangements, etc.) 
but that allowance is closely restricted to a local tax or rate levied' 
•S r fP ect °f the premises used for the purposes of the business. 
Lo deduction is allowed for any other local rate or tax such as 
for example, local taxes varying according, to the income or profits-- 
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of a business. Is or is any deduction on account of a local rate or tax 
on property allowed from tbe annual value of property which is 
taxable under section 9. Similarly no allowance is permissible on 
account of income-tax or super-tax paid by an assesses. Where 
property, profits or gains are liable to taxation in other countries 
or by other authorities in British India all these authorities are tax- 
ing the same property or profits for different purposes. In the 
Patna High Court, Case Ho. 102 of 1920 in the matter of Raja 
Joyti Prasad Singh Deo of Kashipur (I, Srinivasan’s Tax Cases, 
page 103), it \vas held that the amounts paid for cases by a person 
deriving an income from rent of collieries and from royalties on 
the amount of coal raised from the collieries are not to be deducted 
in computing the amount of his assessable income, and it was 
clearly stated that “ the payment of a tax which is conditional 
on the making of an income and which has to be calculated on the 
amount of such income after it has come into existence cannot be 
•said to be expenditure for the making of such income 

Again in the Madras High Court, Case Ho. 11 of 1920. Chief 
Commissioner of Income-tax, Madras, versus The Eastern Exten- 
sion Australasia and China Telegraph Co., Ltd. (I, Srinivasan’s Tax 
Cases, page 120), it was held that in computing the profits of a non- 
resident company under the provisions of rule 33, the taxes payable 
in other countries in respect of the profits of the company are not 
to be deducted. * 

54. Taxation oj a Hindu undivided jamily. (Sections 14 and 
25- A .) — A Hindu undivided family is treated as a separate entity 
for income-tax purposes. It is taxed like an individual at a 
graded scale according to its total income and no account is taken 
of bow that income is distributed amongst the individual members 
when such individual members are assessed to income-tax or super- 
tax in respect of their separate income. This applies even in cases 
where the amount of the income of the Hindu undivided family is 
less than Rs. 2,000 and is, therefore not liable to taxation in the 
hands of the manager of the family. The same remarks apply to 
super-tax. 

Section 25-A will only apply if a member of .a Hindu undivided 
family claims that it lias become divided. If, however, the family 
prefers to go on being assessed as undivided though really divided, 
the Income-tax Officer has no authority to act under this Section. 
If the Income-tax Officer has not passed an order under section 
25-A (I) in respect of a Hindu family hitherto assessed as undivided, 
such family shall be deemed to continue to be a Hindu undivided 
family. 

The taxation of tbe income of a Hindu undivided family thus 
differs from the taxation of the income of an unregistered firm 
since where the profits of an unregistered firm are not liable to 
taxation in tbe bands of the firm, such profits are taxed in the hands 
of the individual partners both for the purposes of income-tax 
[section 14 (2) (b) and section 16 (1)] and super-tax (section 55 
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proviso), and. where the profits are taxed in the hands of tlie un- 
registered firm, the share of such profits of each partner is included 
in his “ total income ” for the purpose of determining the rate 
at which he shall pay income-tax on his other income [section 
16 (1)]. 

"Where the income, profits and gams of a member of an un- 
divided Hindu family consist of his personal earnings and 
acquisitions by his own exertions, they must be treated as his self- 
acquired property and not as joint family property, unless they 
flow from a special education at the expense of the joint family 
over and above the ordinary education suitable to. his position as a 
member of the joint family, or from the employment in business or 
otherwise of the joint funds. 

'Khojas (and Cutchi Memons), not being Hindus, joint families 
composed of such persons are not Hindu undivided families for the 
purposes of the Act. 

Jain and Sikh undivided families should be treated as Hindu 
undivided families, unless in any particular case, the assessees 
claim that they should not be treated as such . Where such a claim 
is put forward, it is for the assessee to prove the existence of 
some special custom or practice applicable to the family in question 
which would justify its not being treated as a Hindu undivided 
family. 

For the method of serving notices or requisitions on a Hindu 
undivided family see paragraph 104. . , 

55. Taxation uj a firm. — For the difference between a registered 

and unregistered firm see paragraph 10. „ 

While income-tax is leviable on the profits of a registered firm 
at the maximum rate (see Finance Act), and while under section 
48 (2) a member of a registered firm is entitled to get a refund in 
cases where the maximum rate is greater than the rate applicable 
to his total income, it is desirable that, so far as possible, such 
refunds should be avoided. 

The question of refund does not arise if the personal income of 
none of the partners liable to Indian Income-tax including his share 
in the Firm (whether he be resident or non-resident) is less than 
Rs. 40,000. In other cases, if each of the non-resident partners 
is a British subject or a subject of an Indian State and produces 
with his individual return of income adequate evidence of the 
amount of his foreign income that is to be taken into account in 
determining his claim to a refund, and all the resident partners (if 
any) file returns of their individual incomes, the Income-tax Officer, 
on being satisfied that the whole of the profits of the registered 
firm are accounted for in these personal statements, should, charge 
the partners direct at the rate appropriate to their total income. 

In vkw of sub-section 5 of section 48, this procedure cannot be 
applied toyhe following cases: — 

(1) ■ Firns in which one partner at least is a non-resident 
foVign subject (other than a subject of lan Indian 
Statd to whom no refund can be due in any case. 

\ Correction List No. 7 , 
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(2) Firms in which one partner at least is a -non-resident 
British subject or. subject of an Delian State to whom a 
refund may or may not be due — that is. who has n 
yet produced adequate evidence as to the amount -of his 


foreign income. 


Correction List No. 1. 
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• (3) .Firms in. which in addition to non-resident partners there 

is any resident partner who lias not filed a return of Ms 
total income. . 

The demand notice in respect of tlie profits of sucli firms must 
be addressed to tbe firm, and no individual assessments should be 
made on, or demand notices issued to the partners in respect of 
their shares of the profits of the firm. The position will be just as 
though the firm were an unregistered firm . If a partner has other 
income he will be assessed on that separately, and of course his 
total income will include his share of the profits of the firm. The 
share due by, each partner of the income-tax on the profits of the firm 
should be intimated to him informally, with an indication that this, 
is done merely as a matter of convenience, and does not affect the 
liability of the firm as such for the income-tax on the whole of its 
profits. Separate assessments on partners will also have to be 
made for super-tax, if necessarj\ 

Tor the method of setting-off a loss of profits of a registered firm 
against other income of a partner see paragraph 72. 

In computing tlie total income of a member of a registered firm 
- or ~-uiii>ogiotoj;ed_firm .for the purposes of income-tax or super-tax 
there should be included in' rnatr total. income such an. amount of 
the profits or gains of the firm as is proportionate to his share in 
the firm ”. This particular phraseology has been adopted in section 
14 (2) (b) and in the proviso to section 55 in order to make it clear 
that it is the proportionate share of a partner in the whole of the 
assessable profits of a firm that is to be taken into account in deter- 
mining his total income, and not merely the amount that he removes 
from the possession of the firm. Some partnership deeds, for 
example, provide that the partners cannot remove more than a 
certain proportion of the profits in any year or, again, that a cer- 
tain proportion of the profits must be distributed in charity. It is 
now made clear in the Act that it is the whole of his proportionate 
share in the total assessable profits of the firm that is to be taken 
into account and that that proportionate share cannot be reduced 
by any.. consideration of how those profits are utilised. 

Tor the method of dealing with a change in the constitution of 
a firm see paragraph 74. 

For liability in cases of discontinuance of a business owned by 
a firm see paragraph 75. 

For the method of serving notices or requisitions on a firm see 
paragraph 104. 

5 5- A. Taxation of associations of individuals — Section 14 (2) (c) 
and Section 23-A. — An association of individuals, other than a firm. 
Company or a Hindu undivided family, is liable to income-tax 
and super-tax as if it were an individual. Tax, is not- payable by 
an assessee in respect of any sum which lie receives as his share 
of the profits or gains of an association the profits or gains of 
which have been assessed to income-tax, but such sum will be 
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included in his “ total income ” to determine his liability to 
income-tax and the rate applicable to him. 

56. Exemptions on account of life insurance. ( Section 15 .) — 
Under the provisions of section 7 (1) proviso and section 15 an 
abatement of income-tax is given, after the assessment of the tax 
has taken place, on such portion of an assessee’s income as may 
have been — 

(i) deducted from his salary under the authority and with 
the permission of the Government for the purpose of 
securing a deferred annuity to him or making provision 
for his wife or children [section 7 (I) proviso] ; 

(w) paid by h im to an Insurance Company in respect of an 
insurance or deferred annuity on his own life or on the 
life of his wife ; or 

{Hi) paid by him as a contribution to any of the provident 
funds mentioned ‘in paragraph 20. 

Provided that the total amount on which an abatement will be 
permitted under this provision may not exceed one-sixth of the 
total income of the assessee. 

Contributions to the Widows, Orphans and Old Age Contribu- 
tory Pension Eund, 1925, are exempt from income-tax since they 
are deducted under the authority of Government from the salaries 
of the soldiers concerned for the purpose of securing to them a 
■deferred annuity and of making provision for their wives and 
children. 

Compulsory allotments from a soldier’s pay made to his wife 
in England under Article 8S6 of Royal Warrant for Pay, are 
exempt from income-tax since they are deducted under the autho- 
rity of Government for purposes of making provision whether pre- 
sent or future for the wife. 

Deductions at source on account of contributions made by an 
officer to provide passage money for his widow and orphans under 
the Indian Military Service Eamily Pension Resolutions and the 
Indian Military Widows and Orphans Eunds Regulations are 
exempt from income-tax as the contributions are in the nature of 
life insurance premia. Under the rules, a certificate of health is 
required before an officer can contribute and the contribution which 
he has to pay is regulated according to the age of the officer 
concerned. 

Out of the premia paid in respect of a policy that covers the 
risks of sickness and accidental injury and also the risk of death, 
only so much as is attributable to the risk of death (from whatso- 
ever cause) is admissible as deduction from the income liable to tax. 
The portion of the premia so attributable should be settled in con- 
sultation with the Insurance Company concerned, whose formula 
should be accepted unless there appears to be some strong ground 
for modifying it. 
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No rebate of income-tax is allowed on any sum withdrawn by 
an assessee from his Provident Ruud in order to pay his life insur- 
ance premium. ' 

Rebate of income-tax in respect of a premium paid on account of 
life insurance is admissible to a partner of a registered film indivi- 
dualfy whose income is taxed at source, in addition to the refund 
of tax to which he may be entitled under section 48. 

It is to be particularly noted that the insurances in respect of 
which this concession is granted are insurances on the life of the 
assessee himself or of his -wife, and not any other form of insurance 
whatsoever. The solitary exception is in the case of a Hindu un- 
divided family in the case of which insurances are permissible on 
the life of any male member of the family or of the wife of any 
such member and not merely on the life of the head or manager of 
the family. 

For the purpose of' an abatement claimed by an assessee under 
this section insurance premia payable in sterling should be con- 
verted at the rate of exchange on force on the day on which the 
premium pajment was made in cases where the assessee is unable' 
to state the actual cost of remittance. 

A claim for Abatement under this section must, if the payment is 
made otherwise than by a deduction from salary, be supported 
either — 1 ' ! ' 1 \ ; : 

(a) by the original receipt of the Insurance Company or fund ; 

( h ) where the claim is made by a servant of the Government or 
of a local authority, by a copy of the original receipt 
presented along with the original to the officer who pays 
the salary and attested bj* that officer who should, after 
such attestation, return the original. with a note endorsed 

, upon it that it has been produced and allowed for, a 

copy being attached to the bills sent with the list, of 
payments ; or 

(c) by a duplicate receipt or certificate of payment given by 
the Insurance Company or provident fund, provided a : 
certificate is given that the original receipt is lost or is 
not forthcoming. 

Where the Income-tax Officer is satisfied that none of the above , 
prescribed documents can be produced without an amount of delay, 
expense or inconvenience, which, under the circumstances of the 
case, would be' unreasonable he may accept such other proof of 
payment of the premium as he may deem sufficient. 

Abatement on account of insurance may be given effect to by 
the person deducting income-tax frofii salary at the time of pay- 
ment under'section 18 (2). 7 .... . 

Where the payment on account of insurance premia, etc.,' is not 
claimed at the time when tax is deducted from salary, it may be 
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claimed in tlie assessment and in the return given by assessee under 
section 22 (2). 

While strictly speaking abatements on account of insurance 
premia should only be. made in assessing the income of the year m 
which the premia were paid, the rigid enforcement of this mtei - 
pretation is likely to' cause considerable inconvenience to assessees 
who desire that the abatement should be given eftect to when tax 
is deducted from their monthly salary, particularly m cases where 
the premia have been paid to foreign companies towards the end 
of a financial year and. the receipt for the premia are not torth- 
coming until the following financial year. In such cases abate- 
ments of insurance premia may be allowed by officers responsible 
for deducting income-tax from salaries under section 18 (2) at the 
time of payment of the salary provided that the premia in respect 
of which abatement is claimed have been paid within six calendar 
months ending with the close of the month for which the sfilsry is 
drawn. 


While the officers responsible for deducting income-tax at the 
source under section 18 (2) of the Act should allow an abatement 
where claimed, they need not carry out a check to see whether the 
abatement claimed under this section exceeds one-sixth of the salary 
of the officers concerned. This can be looked after by the Income- 
tax Officer to whom returns are furnished under -section 21. The 
deducting authority should however see that claims for such 
abatements are made within the period prescribed. 

It is to be particularly noted that this abatement does not. apply 
to super-tax, section 15 being made inapplicable to super-tax by 
section 58. 


57. Tax deducted or collected at source to be included in 
income . — Section 16 (2) (which provides that the amount received 
by a shareholder in a company by way of dividend shall be increased 
by the amount of income-tax payable by the company in respect 
•of the dividend received) and section 18 (4) (which provides that 
where income-tax is deducted at the source from salaries and 
interest on securities, the tax so deducted shall, for the purposes 
of computing the income of an assessee, be deemed to be income 
received) have been inserted in order to make it clear that in the 
cases of taxation at the source and of the deduction of tax at the 
source at is the gross amount of the income (i.e., including the 
tax deducted) which is to be taken into account in determining the 
late at. which an assessee. shall be liable to income-tax on the rest 
•oi iiis income and also his income for liability to super-tax. 


58. Restriction of income-tax where margin of income above a 
WA s ™ lh (Section 17.)— Section 17 is designed to 

St -.which previously existed where ah assessee 

Act and tb ,1U r S - 6 ? CeSS . of . one 6f ihh staged in the Finance 

? a y ihcoihe-fax at a higher rate than 
Ins income were just below that stage, found himself, after the 
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payment of the tax, worse off than he would have been, had his- 
taxahle income been below that stage'. 

Illustration . — - 

Tax payable if Tax 

section 17 had not payable under 
been passed. section 17. 

Nil- ' Nil .V...- 

52-1 •: 1-0 

... 52-10 21-0 

130-3 ; 130-3 

156-4 131-3 

The marginal relief allowed under section IT and the exemptions 
referred to in section 7 ( 1 ), proviso to section 8, and section 15 (2) 
should not he regarded as alternatives. The correct method of 
working the two sections concurrently is as illustrated in the follow- 
ing example : — 

If a man’s total income is Rs. 5,010 and he pays Rs. 100 as 
Insurance premia, the tax he should pay is that on Its. 4,999 minus 
Rs. 100 (=Rs. 4,899) at five pies 'plus Rs. 11. The tax payable 
will be the same if his total income is Rs. 5,010 of which Rs. 100 
is derived from tax-free securities or from an unregistered firm 
that has been assessed to income-tax, but if the Rs. 100 were derived 
from a registered firm, or from dividends the total tax to be suffered 
would be Rs. 141-3-0 against which credit would have to be given 
for the tax indirectly suffered on the share of the firm’s income or 
the dividend, Rs. 9-6-0 so that the nett sum payable would be 
Rs. 131-13-0. 

The following points should be borne in mind in applying 
section IT where a portion of the assessee’s income is derived from 
an unregistered firm that has paid income-tax: — 

(i) Income-tax is not “ payable ” by a partner in a firm on 
his share of the firm’s income. • . 

(ii) Relief is to be given to an assessee in respect of the 
“ income-tax payable by him ”. 

(tit) Section 17 is to be applied (a) “ where necessary,” (b) 
in order to f< reduce ” the tax and (c) so that the result 
of an assessee’s total income exceeding a sum after 
which the rate of tax rises, shall not be that the extra 
tax due to the rise in the rate is greater than tlie excess 
of the total income over the maximum sum liable to the 
lower rate. The section is not to be applied where it is 
not necessary to do so, that is, where the result of 
applying it would not be .to reduce the tax. 

59. Deduction of the tax at source. — Section 18 of the Act 
provides for the deduction of tax at the source as distinguished from 
taxation at the source ref erred to in paragraph 11. It provides for 
the tax being deducted by the persons responsible for making pay- 


. Income. 

1.999 . 
2,000 ' . . ■ 
2,020 

4.999 
5,000 



meats of “ salaries or “• interest on securities , before sucTi 
payments reach the hands of the recipients. The fax so deducted 
is paid over by the persons making the deduction to the credit of 
the Government of India within the period specified in rule 10 
along with a statement giving the details shown in rules 11 and 1^5. 
.Such deductions of income-tax are under sub-section (-j) of section 
18, treated as payments of income-tax on behalf of the persons from 
whose income or interest the deduction was made and credit is given 
.to them in the assessment of their income if an assessment is made 
of their other income. The form of return of income that has to 
he made under section 22 ( 2 ) prescribed in rule 19, therefore, pro- 
vides for the tax previously charged upon the income being set oh 
.against any additional charge, while section 48 ( 3 ) provides as an 
.alternative for a refund in cases where the rate deducted is greater 


than that applicable to the total income of the assessee. 

Section 18 (2) (a) of the Act provides that all payments on 
.account of salary made out of India by and on behalf of Government 
shall be included in the amount on which tax is deducted at source 
in India. All leave salary paid in the United Kingdom or a Colony 
to Government servants on leave in the United Kingdom or the 
Colony has been exempted from tax, vide paragraphs IT and 27. 
Any sterling overseas pay or other sum that may be paid in the 
United Kingdom or a Colony to an officer on leave in the United 
Kingdom or the Colony on account of his salary while on leave is, 
therefore, exempt from income-tax. The fact that a part of the 
leave salary is drawn in India does not affect the exemption of the 
balance drawn in the United Kingdom or a Colony. The part of 
the leave salary that is paid in sterling in the United Kingdom or 
a Colony to an officer on leave in the United Kingdom or a Colony 
should not, therefore, be included in the income from which tax is 
deducted at source by the officer paying him the rupee portion of 
the leave salary in India. The same principle applies to other 
payments falling under “ salaries ” within the meaning of section 
7 of the Act made partly in India and partly out of India and 
exempt under any notification issued under section 60 of the Act. 
The salary paid in the United Kingdom or a Colony to an officer on 
duty in the United Kingdom or a Colony is exempt irrespective of 
whether it. includes sterling overseas pay or not. So also vacation 
salaries paid in the United Kingdom or a Colony when on vacation 
therein. . 


Any person required to make a deduction under section 18 who 
tails to _do so, may himself, under sub-section (7) be deemed to be 
personally m default m respect of the tax while he is also liable 
to be prosecuted for an offence punishable under section 51 (a). 

Persons making deductions at the source are indemnified for the 
deduction under section 65. 


^8) The provisions of section 18 do not apply to super-tax (sectioi 

_ The provisions of this section obviously cannot applv to case 
where the payments are made outside British India as, ^7 example 
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the payment of - interest on securities’ 5 in Indian States or in 
foreign countries or the payment of ‘‘ salaries ” by foreign em- 
ployers to residents in British India. It is for this reason that 
section 19 of the Act specifies that in any case where income-tax 
has not been deducted in accordance with the provisions of section 
18, the tax is payable by the assessee direct'.- This provision covers, 
not only- cases where the employer or the. person paying “ interest 
on securities does not reside in British India, but also cases 
where owing to an. assessee 5 s salary being less than Bs. . 2,000 
income-tax has not been deducted. *■ . 

60 . Deduction at source of tax on ” salaries ’’.—The Act of 
191S provided that where a payment was a non-recurring payment, 
the tax should be deducted at the rate appropriate to that particu- 
lar s\im as if it were the whole of the assessee’s income, and that 
where a payment was a recurring payment, the tax should be 
deducted on the assumption that the total income of the assessee 
amounted to twelve times the recurring sum. As these provisions 
gave rise to a considerable amoimt of unnecessary trouble to 
assessees and their employers as well as to income-tax authorities, 
section 18 {2) of the Act now provides that deductions from salary 
shall be made at a rate which should approximate as closely as 
possible to the rate appropriate to the total assessable income of 
the assessee under the head “ salaries,” and it further empowers 
the person deducting income-tax from “ salaries ” to rectify, in 
subsequent deductions, mistakes made in previous deductions. 
Thus, if an employe’s regular monthly salary is Bs. 500, the tax 
would be deducted by the employer at the rate appropriate to 
Bs. 6,000 but if such an employd received a commission or bonus or 
arrears of pay or officiating allowance amounting to Bs. 5,000, the 
employer is empowered not only to make deductions in future at' the 
rate appropriate to an income of Bs. 11,000, but also to make up 
the deficiency in previous collections owing to the lower rate having 
been applied. 

Salaries are sometimes paid or adjusted annually. ; Meanwhile, 
the employee may draw (and even overdraw) against the salary due 
or that will become due to him. If employers claim to deduct 
as business expenses the sums thus drawn by their employees, this 
can only be done on the ground that the sums represent salary and 
therefore, tax should be deducted at source from all such sums. 
When it is found that tax has not been deducted, the employee 
should be assessed direct on all such sums if they have been allowed 
to the employer as business expenses. If they are not so allowed, 
they need not be taxed in the employees’ hands whether by deduc- 
tion or by direct assessment fill the drawings are adjusted against 
salary actually earned and are claimed as business expenditure 
by the employer. ; 

The obligation to deduct income-tax under this head now applies 
to all employers. 

Bor the power of an employer to allow abatements on account of 
insurance premia see paragraph 56. . As regards private employers,. 
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: it may be noted that it is open to them to make these allowances 
on account of insurance premia or not according as : it may suit the 
convenience of themselves and their employes as, if such rebate is 
not given when the tax is deducted at the source, it may be claimed 
by the employe in the following 3 -ear either as a refund or a set-off 
against the amount due by him if he is assessed under section 23. 

As regards the meaning of the word “ salaries ” see paragraph 
25. 

If or the deduction from “ salaries ” of arrears of tax due see 
paragraph 91. 

61 . Deduction at source of tax on “interest on securities — 
(See paragraph 28.) The only securities of the Government, 
of India (other than income-tax free securities) from the interest on 
which income-tax is not deducted in advance are Treasuiy Bills. 

As the person paying interest on securities has no information 
regarding the total income of the person to whom the payment 
is made, section 18 (d) provides that deductions of income-tax from 
“ interest on securities ” shall be made at the maximum rate fixed 
by the Finance Act. Where the total income of the person receiv- 
ing the interest on securities is less than the income to which the 
maximum rate applies, he is entitled, under the provisions of 
section 48 (d), to claim a refund. In order to simplify the proce- 
dure in connection with refunds, section 18 (9) makes it obligatory 
upon the person deducting income-tax from the interest on securities 
to issue to all security holders a certificate in the form prescribed 
in rule 13 or 13A specifying the amo\mt of tax deducted from the 
interest and the rate at which it has been deducted. The form 
of certificate attached to rule 13 is suitable for Government securi- 
ties only, while, that attached to rule 13A provides for securities 
issued by local authorities and companies and covers the case of 
securities payable to bearer. It frequently happens, however, 
that security-holders hand over their securities and bonds to their 
bankers for collection. In that event the certificate given by the 
person deducting the income-tax from the security would be given 
to a bank for a whole block of securties. In such a case the 
Income-tax Officer should accept a certificate from the bank in the 
following form, and act upon it as if it were a certificate received 
direct from the persons deducting income-tax from the security: — 

“ We hereby certify that interest on the various securities specified on the 
back hereof was collected by us on behalf of and 

that we. received payment or were credited with the proceeds thereof (less 
income tax) as stated on' the other side amounting to Bs. 

■ The securities specified are covered by certificates issued to the Bank under 
section 1S(0) of the Income-tax Act, 1922. . 

.. . Signature of Banker. 

• • Address.- -- 

Date. . 

■ To be signed by the claimant. 
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I. hereby declare that the securities on %vhich interest as above specified 
has been received are my own property and were in the possession of 
at . the time when income-tax .was deducted.. . , \ 

Signature. 

‘ . ■ - ■ Date. 

(N.B . — The securities to be produced when required in support of any 
claim.) ” 

Reverse of Form. 

Schedule of securities. 


Date of 

No. and payment of Period for Amount of 

description of interest after which interest interest (less Remarks. 

securities. deduction of has been paid. income-tax), 

income-tax. 



A person wlio has other income liable to tax may, instead of 
claiming a refund, get the amount' set-off against the amount due 
from him in the assessment made on him under section 23 by filling 
up the form prescribed in rule 19. 

The certificate under section 18 ( 9 ) must be taken by the Income- 
tax Officer of the area in which the claimant or assessee is assessed . 
or resides (see rule 39) as conclusive evidence of the payment of the 
tax, both where a refund is claimed in cash and where a set-off 
against the tax assessed on other income is claimed. 






■ While these arrangements will facilitate tlie making of refunds, 
it is desirable that refunds should be avoided as far as possible. 
There are, for example, certain institutions, authorities and funds, 
the income of -which is exempt from tax under the provisions of 
section 4 (<3). Similarly there are persons whose assessable income 
is less than Rs; 2,000 and who are not, therefore, liable to tax. 
There are other cases where the Income-tax Officer may be satisfied 
that the income of a holder of security while liable to tax is not 
likely to fluctuate so widely as to alter the rate appropriate to the 
total income. In such cases the Income-tax Officer may issue a 
certificate authorising the person paying the interest on securities 
to make no deduction of tax or to deduct tax at a lower rate than 
the maxim um . The certificates will be granted to residents outside 
British India by the Income-tax Officer, Non-residents Refund 
Circle, Bombay, and to others by the Income-tax Officers concern- 
ed. Such a certificate might be in the following form: — 


: To 


Income-tax Office: 

Dated 193 


I hereby authorise (1) 


to deduct income-tax at the rate of (2) pies in the rupee 

when paying the interest on the following securities to their present holder 
(3) . . This authorisation will remain in force until 

cancelled by me. 



Description of securities. 

(1) Name and address of person paying the interest. (2) Rate of Income- 
tax sanctioned. (3) Name of person receiving interest. 

-- Income-tax' Officer. 


. Such certificates when issued should remain in force until they 
, are cancelled and should not be required to be renewed a nn ually. 

When the owner, of a security to whom a certificate is granted 
according to these instructions has endorsed the security to his ba nk 
for collection of interest, the officer responsible for paying the inter- 
est regards the bank as the real holder of the security and takes no 
cognisance of any arrangement that may have been entered into 
between the real owner of the security and the bank, with the 
■ result that the certificate, standing: in the name of the real owner 
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of the security granted by the Income-tax Officer becomes inoper- 
ative. To avoid the possibility of paying officers refusing to act 
on the exemption certificate in such circumstances, Treasury Officers 
have been instructed to act on such certificates, when presented in 
respect of securities that have, been endorsed to banks for collection 
of the interest, if together with the exemption certificate a declara- 
tion- by the bank is presented to the effect that the security con- 
tinues to be the property of the person named as the owner in the 
exemption certificate. 

Applications for refund of income-tax from residents of an 
Indian State who own securities whether of the Government of 
India, a local authority or a Company or hold shares in a Company 
in British India should, as in the case of residents outside India, 
be made to the Income-tax Officer. Non-Residents Refund Circle, 
Bombay. The Income-tax Officer will, however, allow a claimant 
who resides in an Indian State, the option of receiving payment 
of the refund through the Political Officer in that State, that is 
to say, the refund voucher that will be issued by the Income-tax 
Officer will be made payable, if the person applying for the refund 
so desires, at the Political Treasury of the Government of India in 
the particular Indian State, or if there is no treasury under the 
control of the Political Officer, at the prescribed British Indian 
Treasury. 

61-A. Securities held by Indian States or by Ruling Princes 
and Chiefs. — An Indian State is not assessable to any income-tax 
or super-tax except under the Government Trading Taxation Act, 
1926 (III of 1926), that is to say, unless the State carries on a 
trade or business. Interest on securities held by Indian States is, 
therefore, not taxable. Interest on Government securities alone 
held by Puling Princes or Chiefs as individuals, that is, not as 
the property of the State, is taxable under the law, but it has 
been exempted under section 60 of the Act (item No. 5-A of para- 
graph 17). It is, therefore, no longer necessary that the authorities 
responsible for the payment of interest on Government securities 
should be supplied with information enabling them to discriminate 
between those that are the property of the State and those that are 
the property of the Ruler; but it is still necessary that such 
authorities before paying the interest without deducting income-tax 
should have evidence that the income-tax authorities are satisfied 
that the particular security in question is eligible to exemption on 
one or other of the grounds already mentioned. No such evidence 
is required where Government securities are held in the names of 
the Rulers of Indian States in the special non-transferable form 
prescribed by Rule 38 of the Indian Securities Rules, 1920 ; but in 
other cases, a State or its Ruler claiming the payment of interest 
free of income-tax should forward a- certificate that it is, or he is, 
the owner of the securities in question through the Political Agent 
or Resident of the State (a) if the security is in the form _ of a 
stock certificate, to the Income-tax Officer within whose jurisdic- 
tion is situated the Public Debt Office which issued the stock certi- 
I Correction List No. 1. 


.192 A ' £61- A 

, 'ficate; (6) if the security is in the form of a promissory note or a 
. bearer bond, — 

(i) when tlie interest is payable at a Public Debt Office or a 

treasury in Britisii India, to the Income-tax Officer 
within whose jurisdiction such Public Debt Office or 
treasury lies ; and 

(ii) when the interest is payable at a treasury outside British 

India, to the Income-tax Officer, JN on-residents Refund 
Circle, Bomba} 1 ;. 

* The Income-tax Officers mentioned will in turn grant exemp- 
tion certificates in the form prescribed in paragraph Gl. The 
■ exemption certificates will be issued in duplicate in regard to 
securities in the form of stock certificates or Promissory notes; one 
.copy being sent to the State or the Ruler concerned and the other 
for purposes of registration direct in the case of stock certificates 
'to the JL J ublic Debt Office of domicile whSre the stock certificate is 
registered and in the case of Promissory notes to the Public Debt 
Oifiee or the Treasury Officer responsible for paying interest there- 
von. 

As regards Bearer Bonds, the certificates will be issued in tripli- 
cate, the original being sent to the State or the Ruler concerned, 
the duplicate copy to the treasury responsible for payment of 
coupon relating thereto and the triplicate copy to the Public Debt 
Office within whose sphere such treasury is situated. 

The exemption certificate pertaining to securities in the form 
' of promissory notes or bearer bonds given to the State or the Ruler 
concerned should be produced before the Public Debt Ollice or the 
treasury each time the promissory note or the coupon attached* to 
. the bearer bond is presented for payment of interest. 

In the case of stock certificates or promissory notes, an exemp- 
tion certificate will remain valid until either 

, (a) it is cancelled by the Income-tax Officer, or 

(b) the security is transferred to some other person than the 

State or the Ruler in whose name it stood at the time 
when the certificate was issued, or 

(c) the security is changed from one form, into another, e.g., 

1 from a stock certificate into promissory notes or bearer 

bonds or vice versa, or is renewed. 

In the case of bearer bonds, a fresh certificate will be required 
■to cover each interest payment. 

The above orders refer to Government securities only, the • 
interest on which is exempt in the case of Indian States as well 
.as Indian Princes or Chiefs as staled above. As icgards other 
securities, viz., those of local authorities uud companies referred 
to in section 8 of the Act, only Indian States are exempt. In 
order to have exemption certificates for such securities, the State 
concerned will similarly send a certificate stating that it is the 
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■■.payment or were credited with the proceeds thereof amounting to 
' „R8. ' >’■ ' 

The dividends specified are covered by Certificates issued to the 
Bank under section 20 of the Income-tax Act, 1922. 

Imperial Bank of India, Depositors’ Depautmekt, 


Calcutta 193 . 

Superintendent. 


Description 
. • of 
shares. 

Holding. 

Period. 

Date of 
declaration 
of the 
dividends. 

Date of 
receipt of 
dividends. 

Amount 

of 

dividends. 








To be 

signed by 

claimant. 




I hereby declare that the shares on which dividends as above 
^specified have been received are my own property, and were in the 
.possession of the Imperial Bank of India, Calcutta, at the time 
•when these dividends were realized. 

Signature 

Date 

y.B .— The safe custody receipts and the Bank’s pass book to be produced 
•ill support of any claim. 

63. Certificate by a company to shareholders receiving divi- 
■dends. (Section 20 .) — The profits of a company are charged to 
income-tax at the maximum rate irrespective of what the amount 
of the profits may be (see Finance Act), and the shareholder of a 
company is, under section 48 ( 1 ) of the Act, entitled to claim a 
refund on proof to the Income-tax Officer that the maximum rate of 
income-tax is greater than the rate applicable to his “ total 
income ”. In order, to get such a refund, he must produce the 
certificate required by section 20 and prescribed in rule 14. 

Certificates should however be accepted if they supply all the 
prescribed particulars, even though they may not be identical in 
-phraseolog 3 ' or arrangement witli the statutory form of certificate 
given in Rule 14. The shareholders claiming refunds in respect 
-of dividends paid out of profits of which a part is not liable to 
Indian income-tax, will only be able to enter approximate figures 
A-.., INCOME-TAX I 
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in tlie refund application, and in tlie return accompanying it, in 
respect of tlie amount of tax paid by the company on tlie" dividends, 
and tlie amount of refund due; but this should not prejudice tlie- 
claimants in any way. Tbe Income-tax Officer will accept the 
certificate but will apply tbe correct percentage. Any certificate 
will be accepted that is otherwise in order if it shows either that the 
entire profits of the company are liable to Indian income-tax or 
that only part is liable — irrespective of what the part may be. 
Duplicates of certificates should be accepted if the claimant satisfies- 
the Income-tax Officer who has to sanction the refund that the 
dividends in respect of the tax on which the refund is claimed' 
had actually been paid to the claimant, and if the Income-tax 
Officer has no reason to believe that a refund "lias already been 
granted in respect of the same dividends. Duplicates should not be- 
accepted unless a convincing reason is given for not producing* 
originals. Duplicates may be accepted, for example, if it is 
alleged that the originals have been lost and the Income-tax 
Officer has no reason to doubt the statement; on the other hand, 
duplicates should not be accepted if the originals can be produced 
though after some delay. As in the case of the certificate regarding 
tax deducted from interest on securities mentioned in paragraph! 
61, where a share-holder in a company is assessed to income-tax 
on account of income in his own hands, he may, instead of claiming 
a refund, ask that any rebate to which he is entitled should be 
set-off against the tax which he is personally liable to pay, and 
the form of return of income for individuals prescribed in rule 19 
permits of this set-off. 

The form of the certificate prescribed in rule 14 differs from the 
form of the certificate prescribed in rule 13 for income-tax deducted 
from interest on securities in that it simply contains a statement 
that income-tax has been or will be duly paid by tlie company and 
that the dividend was declared on a certain date. It contains no 
statement as to the rate at which tax has been or will be levied or as 
to the amount of tax paid or to be paid. The reason for this is 
that in many cases it is impossible to state at what rate tax has 
been or will be levied on the particular profits out of which divi- 
dends are paid. The dividends of a company may be distributed 
from profits made during the course of a financial or commercial 
year before the rate of tax is known, or may be distributed from 
reserves maintained for the equalisation of dividends and composed 
of profits earned in previous years. It should, therefore, be 
assumed by Income-tax Officers in connection with these particular 
certificates that tax has been levied in respect of the dividends at 
the rate current on the date on which the dividends were declared 
since this is the rate to be taken into account in dealing with a 
claim for a refund under section 48 (1). 

The form of certificate also provides for cases suck as that of 
the tea companies which do not pay income-tax on their entire- 
profits and gains distributed as dividends. 
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The amount of income-tax so assiuned to be payable by tbe 
■company in respect of tbe dividend declared has, under tbe provi- 
sions of section 16 (2), to be added to tbe net dividend received in 
•calculating tbe total income of tbe individual shareholder. 

Tbe following instructions may with advantage be followed by 
persons granting certificates prescribed by section 20 of the Act : — 

(1) Tbe satutory form of certificate of deduction of income-tax 

prescribed by rule 14 of tbe Indian Income-tax Rules 
should invariably be used. 

(2) Either (a) tbe certificate should be printed on tbe same 

sheet of paper as the actual warrant with a line of per- 
foration to permit of its being detached, or (&) tbe divi- ' 
dend warrants should be machine-numbered, while 
every certificate relating to a particular dividend should 
be given the same number as the corresponding warrant. 
There are cases in which Banks collect dividends on 
behalf of their constituents and companies send the 
banks consolidated dividend warrants in payment of all 
the dividends due in respect of the block of shares for 
which the bank is acting, and at the same time send 
separate certificates for the share-holders by whom the 
shares are owned. In such a case if certificates are 
issued to a Bank for say twenty constituents, relating to 
dividend warrant No. 1, the certificates should be num- 
bered by hand 1/1, 1/2, 1/3 to 1/20. 

. ;(3) The practice adopted by certain companies of either attach- 
ing red slips to the certificates drawing the attention of 
recipients to the need for their careful preservation for 
a year or two or of printing this caution in red ink on 
the face of the certificate may be generally followed. 

'(4) A note should be printed on the certificate to the effect that 
share-holders may claim refund of tax under section 48 
(1) of the Act in respect of their dividends if their 
personal rate of tax is less than the maximum rate. 

64. Annual return of employes. ( Section 21 .) — TJnder section 
“21 read with rules 15, 16 and 17 a return.in the form prescribed in 
rule 17 must be made of all employes deriving an income of Rs. 
2,000 per annum or over by the Government officers mentioned in 
rule 15, by every private employer and by, in the case of local 
authorities, companies or other public bodies or associations, the 
“ principal officer ” (see paragraph 7) “ or the prescribed person 
The provision that in the last mentioned case the return is to be 
made either by the principal officer or ” the prescribed person ” 
is designed to avoid difficulties experienced particularly in the case 
of companies, owing . to the provision of the Act of 1918 which 
required that the return should always be made by the “ principal 
officer ”. Where a company, for example, has got several places 
of business, it may be more convenient for the company that thev 
returns under this section should be made not by the principal 
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officer at the headquarters of the company but by officers at different’ 
branches, since this particular return has as a rule to be made to 
the local Income-tax Officer, i.e., to the Income-tax Officer of the 
place where the employes happen to reside. The liability for 
making this return remains under section 21 with the principal 
officer unless another person is prescribed in the case of particular 
companies. Such a person must be prescribed by means of a rule- 
made by the Central Board of Revenue [see section 2 (10) and 
section 59 (2) (e)]. The object of the return is to enable Income- 
tax; Officers to see that the tax has been deducted at the source 
under section 18 (2), to arrange for adjustments where the collec- 
tions at the source have not been made correctly and to assess 
“ salaried ” persons under section 23, whether the tax has been 
collected at the source or not, where the salaried persons have other 
income than “ salary 

This section prescribes that the return must be delivered to the- 
Income-tax Officer but does not state to what particular Income-tax 
Officer the return should be made. Every Income-tax Officer lias, 
under the provisions of section 64 (4), all powers conferred by or 
under the Act on an Income-tax Officer in respect of any income 
accruing or arising or received within the area for which he i3 
appointed, irrespective of whether the particular income is assessed 
by him or not. In most, cases it is convenient that this return 
should be made to the Income-tax Officer of the area in which the 
employes reside, but in some cases it may be more convenient that 
the return should be made to the Income-tax Officer of the area 
in which the headquarters of a wide spread business is situated. 
It is for the Income-tax Commissioner in each doubtful case to 
decide to what particular Income-tax Officer this return should be- 
sent. 

The return prescribed under this section is the return of all 
employes who during the period of 12 months ending 31st March 
last were in receipt of salary of not less than the prescribed amount 
of Rs. 2,000, and the return must be furnished to the Income-tax 
Officer in the proper form before the 1st of May. The obligation 
to make this return is a statutory one and no preliminary notiee- 
or request from the Income-tax Officer is required. Failure to 
furnish this return is punishable under section 51 ( c ) of the Act. 

65 . Return of income by companies. [ Section 22 (2).] — The 
return of the total income of a company must be furnished to the 
Income-tax Officer before the 15th day of June in each year in the 
form prescribed in rule 18, which also contains the form of the 
verification of such return. The obligation to make this return is 
a statutory obligation upon the “ principal officer 55 (see paragraph 
7) of the company, and it is not necessaiy that the Income-tax 
Officer should send any preliminary notice or request to the com- 
pany or the principal officer concerned. Failure to furnish this- 
return is punishable under section 51 (c) of the Act. 

66. Return of income by persons other than companies v 
I Section 22 (2).] — The form of return of total income of individuals. 
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firms or Hindu undivided families is prescribed in rule 19 which 
also , prescribes the form of tbe verification of sucb return. In tliis 
case no statutory obligation rests upon tbe individual, firm ox 
Hindu undivided family to make sucb a return until a notice lias 
first been served by the Income-tax Officer requiring sucb a return . 
Tbe notice must allow a period of 30 days for tbe furnishing of tbe 
return. If, however, on receipt of sucb notice, tbe return is not 
furnished within due time, sucb failure to make a return is 
punishable under section 51 (c) of tbe Act. 

A return under section 22 on which tbe word “ loss ” has been 
written, without any figures, or in which ‘ nil ’ has been entered 
against each item, is not a valid return (c/. Calcutta High Court 
case Ham Kissendas Bagri versus Commissioner of Income-tax, 
Bengal, II Srinivasan’s Tax Cases, p. 324). If, therefore, such a 
return is filed by any person, the Income-tax Officer can pi’oceed 
'after issuing a notice under section 22 (4), and making enquiries, 
to assess him under section 23 (4) if he finds that such a course is 
justifiable. 

67 . Consequences of failure to furnish a return of income . — 
Where a return is not furnished in due time, whether it be a 
statutory return which companies are required to furnish by the 
15th of June under section 22 (I), or whether it be the return 
which other persons are required to furnish under section 22 (2) 
on receipt of a notice from the Income-tax Officer calling upon 
them to do so, the person failing to make the return is not only 
liable to be prosecuted under section 51 (c) but no appeal lies under 
the proviso to section 30 (I) of the Act against any assessment made 
bjr the Income-tax Officer upon the company of other person failing 
to make a return. In the case of a registered firm, the Income-tax 
Officer may also cancel its registration but not until 14 days have 
elapsed from the issue of a notice by the Income-tax Officer to the 
firm intimating his intention to do so. 

9 

Failure to make a return, therefore, deprives the person at fault 
of any remedy whatsoever against the assessment subsequently 
made, except the remedy specified in section 27. Hnder that 
section a person failing to make a return, may within one month 
after the receipt of a notice of demand of the tax apply to the 
Income-tax Officer, and if he satisfies him that he was prevented 
by sufficient cause from making the return, the Income-tax Officer 
shall cancel the assessment, refund any tax already paid at once 
without waiting for an application for refund from the assessee, 
and proceed with the case de novo. Should the Income-tax Officer 
refuse to re-open the case under section 27, the assessee may appeal 
under section 30 to the Assistant Commissioner, but if the Income- 
tax Officer does re-open the case, whether of his own accord on an 
application under section 27 or under the orders of the Assistant 
Commissioner under section 31 on an appeal, and the assessee fails 
again to make a return, the same provisions apply and no appeal 
lies against the assessment. Section 22 (2) makes it obligatory 
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upon the Income-tax Officer to call for returns from all assessees, 
and as the success of the administration of the Act is largely de- 
pendant upon assessees making returns of their income, every effort 
should be made to get every assessee to file a return. At the same 
time it is desirable that, with due regard to the fiscal interests of 
the Government, all income-tax officials should administer the Act 
in a sympathetic spirit, and in particular should give assistance to 
assessees if they find any difficulty in filling up their returns. 

Sub-section (3) of section 22 is a new provision the effect of 
which is that where a person has not furnished a return in due- 
time or have furnished a return discovers any omission or wrong 
statement therein, he may furnish a return or a revised return 
befoie the order of assessment is passed so that where such a return 
or revised return has been made the assessee may not be prosecuted 
for failing to submit a return in due time under section 51 (c) and 
may not be penalised xmder section 28 for making a wrong state- 
ment in the original return. 

r \ / ' oper 

r ' - section j.w „ 

ox-section 26A, or sub-section (2) ot secbiuAol, ~ J ' s wiW<n S8 
of section 33-A is liable to be punished under the provision 
section 177 or section 182 of the Indian Penal Code which run 
as follows: — 

‘ 177. Whoever, being legally bound to furnish information on any subject 
to any public servant, as such, furnishes, as true, information on the subject 
which he knows or has reason to believe to be false, shall be punished with 
simple imprisonment for a teim which may extend to six months, or with fine 
which may extend to one thousand rupees, or with both. * 

“ 182. Whoever gives to any public servant any information which he 
knows or believes to be false, intending thereby to cause, or knowing it to be 
likely that he will theieby cause such public servant — 

(a) to do or omit anything which such public servant ought not to do 

oi omit if the true state of facts respecting which such informa- 
tion is given were known by him, or 

(b) to use the law'ful pow r er of such public servant to the injury or 

annayance of any person 

shall be punished w r ith imprisonment of either description for a term which 
may extend to six months or with fine which may extend to one thousand 
lupees, or with both.” 

The returns under section 39-A, or section 22, or sub-section (2) 
of section 26-A, or sub-section (2) of section 32, or sub-section (2) of 
section 33-A, must be “ verified in tlie prescribed manner ” and 
under section 52 of the Act a false statement in any suck verification 
is an offence punishable under section 177 of the Indian Penal Code. 

Apart from these legal penalties, under section 28 of the Act if 
the Income-tax Officer, the Assistant Commissioner or the Commis- 
sioner is satisfied that an assessee has concealed the particulars of 
his income or has deliberately furnished inaccurate particulars . 
of such income and has thereby returned it below the real amount, 
he may direct that the assessee shall pay a penalty not exceeding 
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the amount of the tax which would Lave been avoided if the return 
had been accepted as correct. If the profits of a registered firm 
have been distributed otherwise than in accordance with the shares 
of the partners as shown in the instrument of partnership registered 
under the Act governing such distribution and any partner has 
r/fp 1 ° " re turned his income below its real amount, the Income-tax 
Officer, Assistant Commissioner or Commissioner, as the case mav 
be may impose similar penalty on the partner concerned and no 
refund or other adjustment shall be claimable by any other partner 
on this account. v . 

Penalty under section 28 is leviable in the course of any pro- 
ceedings under the Act provided that the facts justifying the im- 
~ position of a penalty under the section are established. There is 
nothing in either section 28 or section 34 to preclude the imposi- 
tion of a penalty in the course of proceedings under section 34 in 
respect of the original return under section 22 (2), if the facts of the 
case justify the imposition of such a penalty. 

Clause (4) of section 28, however, provides that where a penal 
assessment under that section is imposed by the revenue authori- 
ties, no criminal prosecution for an offence shall be instituted on 
the same facts. It is obviously not desirable that there should be 
room for a possible conflict between the revenue and judicial 
authorities, and it is also unreasonable that a double punishment 
should be provided for. 

A criminal prosecution cannot, under section 53 ( 1 ) of the Act, 
be instituted except at the instance of an Assistant Commissioner. 

In most cases action under section 28 will be effective although 
in more serious cases a prosecution -might-bo launched. 

69. Production of accounts. [ Section 22 (4).] — Under -out re- 

section (4) of section 22 the Income-tax Officer is empowered to 
call upon any person Liable to make a return to produce such 
accounts or documents as he may require. Tt does not, however, 
empower him to ask the assessees to prepare accounts like a profit 
and loss account which they do not already possess and do not re- 
quire for their own purposes : all that it empowers the Income-tax 
• Officer to do is to call for accounts and documents which are, or are 
, believed to be, in existence. The production of accounts may be 
called for wbetber a return bas or has not been made. As stated 
in paragraph 67, it is always desirable in the interests both of the 
assessees and of the Government that Income-tax Officers should 
obtain a return of income before they make an assessment. If, 
however, such returns are not forthcoming, they should, so far as 
possible, obtain the accounts of the assessee. Again, if a return 
is made the Income-tax Officer has power to call for accounts wher- 
ever he considers it. necessary for the purpose of testing the accuracy 
of the return. It is, however, desirable that, the least, possible in- 
convenience should be given to assessees by the detention of their 
accounts by Income-tax Officers, and Income-tax Commissioners 
should take steps to see -that accounts are not detained for any nn- 
dne time or for any unnecessary purpose. Steps should be taken 
' . : ' ; .Correction List Ao, X. 
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to secure that the s/rvioes of competent and reliable Accountants 
where employed by/ssessees should be utilised to the fullest extent 
by the Income-tax/bhcers. The latter from their experience should 
soon know what /ntieular Auditors can be relied upon to give ac- 
curate figures. .Adhere a statement of profit and loss filed by an 
assessee has be / 1 certified as correct and complete by such an Ac- 
countant, the ymeomo-tax Officers should, unless he sees reason to 
the contrary /accept the statement as correct and complete with 


Correction Liit ido. 1 . 



' 69 - 70 ] 


200 


regard to tlie facts mentioned in it, although, he •will frequently 
have to call for details showing how various figures are made up. 
But in such cases the Accountant himself when authorised by the 
assessee to appear on his behalf should be asked to supply the details. 
Income-tax Commissioners should take steps to secure that the 
services of such Accountants are fully availed of. 

The proviso to sub-section (4) of section 22 prevents any Income- 
tax Officer from calling upon an assessee to produce books of 
account going back for a period of more than three years prior to 
the “ accounting period 51 . This limitation applies merely to books 
of account; it does not apply to documents. No limitation is placed 
by the Act upon the power of the Income-tax Officer to call for 
documents of any date. 

Neglect to furnish accounts or documents asked for by tbs 
Income-tax Officer under section 22 ( 4 ) is punishable under section 
•51 ( d ) and, further, under the provisions of section 23 (4) read with 
section 30 (I), any person who fails to comply with the requisition 
•of the Income-tax Officer for the production of accounts or docu- 
ments may not appeal under section 30 against the assessment 
made whether he has made a return or not. If the assessee is a 
registered firm the Income-tax Officer may cancel its registration. 
He is in exactly the same position as a person who did not make a 
return in the first instance, his only remedy being that described 
in paragraph 67 ( i.e ., under section 27). 

70 . 'Evidence in assessment 'proceedings other than returns and 
accounts of assessee. — In addition to his general power to call for 
accounts, the Income-tax Officer _wliere -be believes that a return 
made under section" 22 (2j is incorrect or incomplete, has power 
to call upon an assessee to attend or to produce or cause to be pro- 
duced evidence of the correctness of his return. If an assessee fa’ls 
when required by an order under section 23 ( 2 ) to attend or to 
produce evidence in support of his return, he is not liable to any 
penalty under section 51, but failure to comply with such orders 
has the result of placing the assessee in exactly the same position 
as a person who failed originally to make a return [see section 23 
( 4 ) ], that is, he may not appeal against the order of assessment or 
take any action other than action under section 27 as described in' 
paragraph 67. If the assessee is a registered firm, the Income-tax 
Officer may cancel its registration. 

Under section 23 ( 3 ), the Income-tax Officer is empowered to 
utilise any evidence bearing on the assessment which he may 
obtain of his own motion, while under sections 37 and 3S. he can 
enforce the attendance of any person for this purpose and compel 
the production of the information that he requires. 

The following special instructions should be observed in calling 
for information from railway administrations : — 

(i) The information must be relevant to an individual assess- 
ment. Income-tax Officers should not, for instance, ask 
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. for a complete statement of all consignments to or from 
a particular station. 

(ii) Tlie demand for information must be couched in definite 
terms. For instance it must state whether the particu- 
lars are required with regard to outgoing or incoming 
consignments, and name ..the stations with regard to 
which the information should be collected. 

{iii) The requisition for information should always be sent to 
the Agent of the Railway administration concerned. 
There is no objection, however, to Railway officers fur- 
nishing information direct to the income-tax authorities 
without the intervention of the Agent where the Agent 
has no objection to their doing so. 

Section 37 gives power to call for railway books. 

Except as provided in section 19-A and Rules 42 and 43, a 
company should not be required to furnish the Income-tax Officer 
with a return of the persons (with their addresses) for the time being- 
appearing on the share register of the company and the amounts 
of the dividends paid or payable to such persons during any parti- 
cular period. Such a duty would be burdensome to the company 
with no corresponding advantage to the administration. It is for 
this reason that in section 39 of the Act provision is made that the 
share register, the register of debenture holders and of mortgagees 
of any company are open to the inspection of the income-tax 
authorities, who may also take copies or cause copies to be taken 
of any entries in such registers Since the power to inspect, and 
take copies of such register is specifically conferred by section 39, 
no income-tax authorities utilising these special powers can be 
called upon to pay any fee for inspection or copies under the Com- 
panies Act. 

The Bill as originally framed contained a provision empowering 
an Income-tax Officer to require information to be given regarding 
specific payments shown in the accounts of an assessee where there 
is reason to believe that such pajnnents will become liable to tax 
in the hands ’of the recipients. This particular provision was 
omitted by the Select Committee on the Bill as. "being entirely 
unnecessary because Income-tax Officers have ample powers to 
disallow any payment' shown in the accounts of an assessee where, 
proof of the payment is not forthcoming. 

. Section 37 also provides for the issue of commissions. The scale 
of diet money and travelling expenses for witnesses summoned 
under this section should be that prescribed for attendance in civil 
courts in the Province concerned. 

71 . Personal attendance of assessee . — While section 23 (2) em- 
powers the Income-tax Officer to require a person making a return 
to attend at his office, under the provisions of section 61 any person 
required or entitled to attend before any income-tax authority may 
either attend in person or be represented by a person duly authorised 
by him in writing. The penalty to which an assessee who failed 
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to attend when required to do so by an Income-tax Officer -was 
liable under tbe Act of 1918, has been omitted from section 51, of 
the present Act. While there is no obligation on an assessee to 
attend in person at any stage of the assessment proceedings or 
before any income-tax authority in connection with any proceed- 
ings or under the Act, and while he may be represented at any 
such proceedings bj r any person he pleases to authorise in writing, 
failure to attend or to be so represented has the result that the 
assessee loses any right of appeal against the assessment. 

It should, however, be particularly noted that the provisions 
of section 61 merely refer to attendance. Returns and verifications 
required under the Act must be signed either by the assessee himself 
or by any duly authorised person. 

It is desirable that tax-payers should be allowed to use whatever 
agency they please for the purpose of representing their case ; and 
whatever person they authorise to represent them whether he be an 
employe, an accountant or any other person, has presumably beer- 
selected by them as the person having the best knowledge of their 
accounts and financial position, and such person is entitled to appear 
before any income-tax authority and to give explanations and 
produce evidence regarding any points of doubt that may arise. 

72 . Set-off of loss under one head of income against income 
tinder another head . — Under the Act of 1918 it' was the aggregate 
amount chargeable under each of the separate heads mentioned in 
sections 7 to 12 of the Act that determined the total and taxable 
income of an assessee, so that when a person carried on a trade or 
profession and also had an income from house property, if he had 
actually incurred a loss from the trade or profession, the figure 
adopted under that head in arriving at the aggregate amount of the 
income chargeable to tax was nil and not a minus sum. Under the 
provisions of section 24 of the Act a loss Tinder one head of income 
may now be charged against profits under another in the same 
year. 

Sub-section (2) of section 24 only applies specifically .to the case 
of a registered firm but the Madras High Court has held that under 
the provisions of section 24 (1) a partner in an unregistered firm is 
entitled to set-off his share of the net loss incurred by the firm in 
the same circumstances and to exactly the same extent as a partner 
in a registered firm. It has been decided to accept that decision. 
The result is as follows. A. firm owning property or having income 
from a business and being in receipt of interest on securities would, 
under the provisions of sub-section ( 1 ), be entitled to set-off a loss 
from the business against its income chargeable in respect of interest 
on securities under section 8 or property under section 9. But it 
might happen that a firm might incur a net loss, in which case it 
would not be liable to tax. Sub-section (2) specifically provides 
for such a case. 

Illustration . — A firm lias property the annual value of which is 
Rs. 2,000, has income from interest on securities amounting to 



Rs. 1,000 and carries on a business from which it incurs in one year 
a loss of Rs. 10,000. The firm is entitled under the provisions of 
sub-section (1) of section 24 to set-off the loss from business against 
the annual value of the property and the interest on securities, and 
its total income would be minus Rs. 7,000. A who is a partner in 
the firm having a share of one-half in the profit's thereof, has other 
personal income of Rs. 6,000 from interest on securities. He is 
entitled under the provisions of sub-section (2) to set-off his share of 
the net loss from the firm (viz., Rs. 3,500) against this personaL 
income and would be assessed on a total income of Rs. 2,500. 

Where an individual is a partner in two separate firms of which 
one is registered and the other unregistered and has no separate 
personal income, he should be allowed, in dealing with any appli- 
cation for refund under section 48, to set-off his share of any net 
loss incurred by the unregistered firm against his share of the 
profits of the registered firm. Por example, ‘ A 5 having a half 
share in an unregistered firm, which incurred a net loss of Rs. 2,000- 
in one year, had in the same year no personal income liable to 
assessment to income-tax in his own hands, but' had a similar sharo 
in another registered firm which had made a net profit of Rs. 10,000. 
Such cases 'will be rare and should be dealt with on the basis of 
real income, i.c., in the case above quoted £ A ’ should get a refund 
so adjusted that he shall suffer finally tax of 5 pies in the rupee on 
his real income of Rs. 5,000 minus Rs. 1,000, i.e., Rs. 4,000. 
The same principle would apply if both firms were registered. 
Where the situation is reversed that is where the registered firm 
makes a loss and the unregistered firm a profit obviously no relief 
can be given. Nor can an unregistered firm claim to set-off losses 
of the individual partners against the income of the firm. But a 
partner in a registered firm should be allowed to set-off loss incurred 
in his individual capacity against his income as partner in dealing 
with any application under section 48. 

Similarly if ‘ A * has a loss of Rs. 1,000 in business, an income 
of Rs. 1,000 from interest on securities and an income of Rs. 3,000 
from dividends, he should be allowed to set-off his loss of Rs. 1,000 
against his income of Rs. 4,000 and should be taxed on the balance 
of Rs. 3,000. 

In the same way, if A borrows money to buy securities or shares 
and the interest on the loan exceeds the interest or dividend that 
he receives, he is entitled to set-off the excess of the interest paid 
over the interest or dividend received against any other taxable 
income. (See Paragraph 28.) 

The correct procedure in such cases is to ascertain the total 
income after allowing the set-off, calculate the tax on that at the 
appropriate rate (apply section 17 if the circumstances justify such 
a course), credit the tax “ suffered ” on the dividends on the one 
hand and debit any refunds granted under section 48 on the other 
and collect or refund the balance as the case may be. 

Prom the point of view of equity it is obviously reasonable to 
allow a set-off in these, cases; from the legal point of view it is 
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incorrect to argue tliat section 24 (2) is inapplicable to such cases 
on the ground that income from dividends or income derived from 
a firm is not (from the point of view of the shareholder or partner) 
income falling under any of the heads mentioned in section 6 — 
Section 24 (2). Obviously such income must fall under one of these 
heads, otherwise (a) it could not be included in the total income 
of the shareholder or partner; but it is so included — section 16; 
and (&) the shareholder or partner could in no circumstances be 
assessed individually on such income, but under section 14 (2) he is 
assessable on such income if it so happens that the company or firm 
has not been assessed. Consequently such income from dividends 
•or from a firm must fall under one of the heads in section G. 
Income from dividends should evidently be regarded in the hands 
of the shareholder as income from “ Other sources,” while income 
from a firm should be regarded in the hands of the partner as 
income from “ Business ”. On the other hand the partner or 
shareholder is not an “ assessee ” in respect of such income unless 
the firm or company has not been assessed. 

73. New business . — As stated in paragraph 14, assessments 
under the Act are made on the profits of the “ previous year ”. 
When a new business is started, therefore, no assessment will, as a 
rule, be made in the first year, and the assessment in the second year 
will be made on the profits of the preceding year. The only excep- 
tion is that referred to in the next paragraph. 

74. Businesses closing down . — The only exception to the gene- 
ral rule that assessments are made on the profits of the previous 
year is contained in section 25 (2) where, in order to guard against 
a possible loss of revemie owing to delay in making assessments on 
the profits of businesses, professions or vocations that close down 
during the course of a financial or commercial year, it is provided 
that in such cases in addition to the assessment on the income of 
the preceding year a further assessment ma} r be made in the year 
in which a business, profession or vocation is closed down, on the 
income of that year. Sub-section ( 2 ) of that section imposes a 
statutory obligation on persons discontinuing a business, profession 
or vocation to give notice of such discontinuance within 15 days of 
the discontinuance. 

It is to be noted that these provisions apply only to businesses, 
professions or vocations, that is to say, to profits or gains taxable 
tinder sections 10 and 11, and further, that they only apply to any 
business, profession or vocation on which income-tax was not at 
any time charged under the provisions of the Indian Income-tax 
Act. 1918. They do not apply to any business, profession or vocation 
on which income-tax had been charged under the provisions of that 
Act, as these are subject to the special provisions of section 25 (-1) 
which are described below. 

The power to make this additional assessment under section 25 
(2) is a discretionary power which may be exercised whether the 
business, etc., is a purely temporary business commencing and 
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-•closing’ down in the same year, or whether it is a business that has 
been in existence and has been previously taxed under the present 
Act. It should only be used in cases where there is reason to anti- 
cipate that the tax may not be collected unless the assessment is 
made in tlie year in which the business, etc., closes down. Where 
there is reason to believe that there will be no difficulty in making 
"the assessment and collecting the tax in the usual manner, that is, 
In the year after the business closes down and on the profits of the 
year in which it did close down, there is no need to use the special 
.powers conferred by this sub-section. 

The profits to be taxed under the provision of section 25 (i) 
are the profits accruing between the end of the last cc previous year ” 

• of which the profits have been taxed and the date of the discontin- 
uance of the business. Further, the rate to be applied in taxing 
the discontinued business under sub-section (I) is the rate in force 
in the year in which the assessment is made. 

Where a business, profession or vocation had tax charged on it 
■under the provisions of the Income-tax Act of 1918, the provisions 
of sub-section (I) to section 25 cannot be brought into use for the 
assessment of any such business. On the contrary for reasons given 
:in paragraph 14, it is, under the provisions of sub-section (3) of sec- 
tion 25, not liable to tax in respect of profits or gains for the period 
'between the end of the last “ previous year ” and the date of dis- 
continuance, but is entitled to substitute the profits of that period 
for the profits of the last “ previous year ”. For example, in tlm 
-case of a business whose “ previous year ” ends on 31st March, if 
it close down on March 31st, 1923, its assessment for 1922-23 will 
'be on the profits for the year ending 31st March 1922, or at Its 
-option, on the profits of its year ending 31st March 1923. If such 
.a concern closed down on 30th April, 1922, it would still be assessed 
in the year in which it closed down, but the assessment would be 

• on the year’s profits to 31st March 1922, or at its option on the 
profits of the month of April 1922. If, however, the concern’s 
“ business year ” ends on 30tli April and it closes down on 30th 

’ September 1922, its assessment in the year 1922-23 would be on the 
profits of its year to 30th April 1921 or at its option on its profits 
'from 1st May 1921 to 30th September 1922. This special provision 
applies only to a business, ; profession or vocation on which tax was 

• charged under the Act of 1918, and when a claim for this concession 
is made, it must be supported by proof that tax had been charged 
tinder the Act of 1918 in respect -of that very business, profession 
or vocation. 

An assessee should be allowed the benefit of section 25 ( 3 ) if 11) 
he has (for example) both a business and a profession and discon- 
tinues only one of them or (2) has more business than one and dis- 
continues one or more,' but not all of them, provided that they are 
genuine distinct businesses for which separate accounts are main- 
tained, and not mere branches of a single business. The section 
should, of course, only be applied to the income of any profession 
or business that is actually discontinued. 
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A claim to be assessed under tins sub-section may be admitted if 
it is made not later than tlie end of tbe year following that in which 
tbe business, profession or vocation is discontinued. 

N.B. — The provisions of section 25 apply to the complete stoppage or dis- 
continuance of a business, profession or vocation and do not apply to any 
change in. the proprietorship. Where there is any change in the proprietor- 
ship merely, the provisions of section 26 apply (see paragraph 75-A). 

Where a business, profession or vocation is completely discon- 
tinued and is not merely transferred from one proprietor or set 
of proprietors to another, the person who carried on the discontinued 1 
business is responsible for the payment of the tax, and where the 
proprietorship was vested in a firm, section 44 specifically provides 
that the persons who were members of the firm on the date of 
such discontinuance, are jointly and severally liable to any tax 
due from the firm. 

75. Change in the constitution of a firm. \Section 26 (1).] — 
As amended by Income-tax Amendment Act III of 1928, section 26 
now consists of two parts, the first part dealing with changes in 
the constitution of a firm and the second part with changes in the 
ownership of a business, profession or vocation. Under section 26 
(1) the assessment on the, firm and on the members thereof shall, 
subject to the provisions of this Act, be made as if the firm had 
been constituted throughout the previous year as it is constituted 
at the time of making the assessment and as if each member had 
received the share of the profits of the year proportionate to his 
interest in the firm at the time of making, the assessment. For ex- 
ample, if ‘ A ’ happens to be a member of a firm when an assess- 
ment is made in the yeaT 1922-23, even if ‘ A ’ has newly suc- 
ceeded to the partnership just before the assessment is made, he is- 
deemed, for the purposes of both income-tax and super-tax, to have 
received out of the profits of the year 1921-22 (which are the profits 
assessable in the year 1922-23) the share to which he would have- 
been entitled had his share in "the firm been the same as it was in 
1922-23 when the assessment was made. 

75-A. Succession. [ Section 26 ( 2).~] . — This sub-section applies 
only to cases in which a business, profession or vocation has changed 
hands. This sub-section incorporates the decision of the Privy 
Council in the Western India Turf Club case. The assessment 
should be made on the successor as though he had been carrying 
on the business, profession or vocation throughout the previous 
year and as if he had received the whole of the profits for the year. 
The rate of tax payable will depend on the status of the successor 
and not on that of the predecessor. 

If two or more firms amalgamate and are taken over by a new 
company, or if a company already in existence takes over one or 
more firms any loss of' one firm can be set off against the profits 
of another firm or of the company or vice versa in taxing the com- 
pany ir the first year after the succession. A single assessment 
should be made on the successor in respect of the profits of all his 
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predecessors and of liimself, if lie existed in the previous year, 
taken together. 

Where a concern splits up into two or more concerns, each of 
the latter should he assessed on the profits in the previous year of 
the corresponding part of the original business in the manner 
appropriate to its status (i.e., whether it is a firm or a company, 
etc.) when the assessment is made?. Where a person disposes of 
a part of his business to another, there is a succession in respect 
' of that part, and the same principles apply. When a business is 
split up or a portion thereof transferred, it is not correct to make 
a consolidated assessment on the profits of the business as a whole 
in the previous year and then apportion the tax between the differ- 
ent proprietors of the divided parts. 

When in the year in which the first assessment is made after 
succession to a business has occurred, the successor wishes to adopt 
a different accounting period from his predecessor's, the request 
should be treated as involving a change of accounting period. If 
the result of this change is to leave an interval between the end 
of {lie last complete accounting period of the predecessor and the 
beginning of the first accounting period of the successor, the 
Income-tax Officer should permit the change of accounting’ period 
only on the condition that a separate assessment is made on the 
income of the interval in addition to the assessment on the income 
of the first accounting period of the successor. The income of the 
interval, however, should he assessed at the rate applicable to the 
income of the first accounting period taken separately or at the 
rate applicable to the income of the interval taken separately which- 
ever rate is less. The income of the interval and that of the first 
accounting period should not he lumped together and assessed 
together at the rate applicable to their aggregate. 

76. Orders of assessment . — When an assessment order has been 
passed under section 23, any assesBee who applies to the Income-tax 
Officer for a copy of the order must be supplied by the Income-tax 
Officer with a copy, free of charge, subject to the following condi- 
tions : — 

(z) that not more than one cop3 r of an assessment order should 
he supplied free, and 

(ii) that a copy of assessment order of a year previous to that 
in which it was passed should not he supplied free of 
charge unless the applicant, satisfies the Income-tax 
Officer that it is required for his use in some proceed- 
ings which are pending under the Indian Income-tax 
Act, 1922, with reference to the particular assessment 
covered by the order and which are not time-barred. 

Proposed representations to higher authority which are not covered 
by any provision of the Act will not he regarded as proceedings 
pending under the Act. 

I 77. Notice of demand . — The notice of demand referred to in 
Action 29 and prescribed in rule 20 draws a clear . distinction 

Correction List No. 1. 
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between tlie cases where an appeal lies against an assessment and / 
where an appeal does not lie and shows the appropriate remedy ? 
to an aggrieved assessed in either case. These notices of demand -i 
should, so far as possible, contain the demand both on account* 
of income-tax and super-tax, and since the total income has to bo 
ascertained in every assessment for income-tax in order to deter- 
mine the rate at which income-tax shall be payable on any income 
for which the assessee is responsible for direct payment, and as it 
is on the same total income that super-tax is leviable, it is desir- 
able that, so far as possible, in the interests of economy and con- 
venience to assessees, the assessment both of income-tax and super- 
tax should be made simultaneously. 

78. Appeals to Assistant Commissioner . — The eases in which 
an appeal may lie to an Assistant Commissioner against the orders 
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a reasoned decision written, whether the appellant appears 01 not 
If the notice of hearing has not been served on the appellant m 
time to permit of his appearing in person or by pleader at the- 
tirne and place fixed for the hearing of the appeal, the appeal 
should not be disposed of, but should be adjourned and a fresh- 
notice issued to the appellant. 


80. Appeals to Commissioner.— No second appeal lies from 
orders passed by an Income-tax Officer.. One appeal is allowed to 
the Assistant Commissioner under section 30. The only cases m 
which an appeal may be made to the Commissioner are against 
special orders passed "by an Assistant Commissioner himself, viz., 
an order imposing a penalty under section 28 or an order enhancing 
an assessment in the course of an appeal. No appeal lies to the 
Commissioner in any other case. 


81. Commissioner’s power of revision. ( Section 33). The 
period within which an Income-tax Officer may assess income that 
has escaped assessment is restricted by section 34 and the time- 
within which an Income-tax Officer, Assistant Commissioner or 
Commissioner of Income-tax may correct a mistake apparent on 
the face of the record by section 35. The Commissioner acting 
under section 33 cannot extend this period of limitation though 
he can revise, after it has expired, action validly taken within 
it. If a Commissioner of Income-tax desires to exercise his 
power of revision in any case where more than a year has elapsed 
since the passing of the last order by the subordinate authority 
he should not do so without first consulting the Central Board of 
Be venue. 


Where in consequence of any appellate or re visional order, or 
any decision of a High Court on a reference, the assessment of a 
firm is modified in a manner entitling any partner to a reduction - 
of the tax imposed on him individually, and for any reason such. 
relief cannot be given by the Assistant Commissioner in the exer- 
cise of his appellate powers, the Commissioner of Income-tax 
should make the reduction under section 33 regardless of the 
period of one year mentioned above. 


The Commissioner need not make a personal enquiry, if any- 
enquiry is necessary, before exercising his powers of revision. Tie- 
may cause an enquiry to be made by a subordinate officer 


The power conferred by this section on a Commissioner can 
only be exercised once m any particular case. A Commissioner 
uko has once declined to interfere ” under this section is de- 
barred from subsequent action under that section just as he would 
be if he had passed an order modifying the assessment. 

An order under section 33 merely declining to interfere is not 
an order prejudicial , to the assessee ” A Commissioner £ 
therefore not bound to hear an assessee or his representative before 
pettti ° n - The Act - 
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The decision of a Board of Referees under section 33-A is not 
-subject to appeal to any Income-tax authority and cannot be 
revised by the Commissioner in exercise of his powers under section 
•33. 

81- A. Reference to Board of Referees. ( Section 33-A ). — No 
•time is prescribed in sub-section 3 of section 33-A within which 
"the Commissioner should refer an appeal to a Board of Referees. 
But every effort should be made to avoid delay in making these 
references. So far as possible the reference should be made within 
>60 days at most of the receipt of the appeal. 

82. Assessment of income which has escaped assessment in 
previous years. — Under the provisions of section 34 where income 
chargeable to income-tax has escaped assessment in any financial 
year or has been assessed at too low a rate, the Income-tax Officei 
may commence proceedings at any time within one period of 
twelve months reckoned according to the Gregorian Calendar from 
the end of the financial year in which the income so escaped assess- 
ment in order to get a full or proper assessment. All that section 
34 requires the Income-tax Officers to do within the statutory 
period of one year is to commence proceedings for assessment, re 
is not necessary that the proceedings should be completed within 
that period. 

A notice under section 34 need not specify the detailed grounds 
on which it is proposed to re-open the assessment. 

The following form has been prescribed for the notice under 
section 34: — 

Notice under Section 34 of the Indian Income-tax Act 

(XI-22.) 


Income-tax office. 

Dated 

To 

Whereas I have reason to believe that your income from * 

-chargeable to income-tax in the year ending the 31st March 19 , 

(a) has ^rtially esca P e d assessment, 

( b ) has been assessed at too low rate, that is to say, at 

pies in the mpee instead of at pies in the rupee, 

and I therefore propose — 

(a) to assess the said income that has escaped assessment, 

[b) to re-assess your said income at the correct rate as afore- 
said. 


* Here enter source. 

(a), Q >) — Unnecessary portions to be struck out. 
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I hereupon require you to deliver to me not later than 
or within 30 days of the receipt of this notice, a return in the 
attached form of your income from all sources chargeable to in- 
come-tax during the said year ending 


Income-tax Officer. 



T. T. 90. 

If it appears at any stage of the proceedings that no income 
has escaped assessment or been assessed at too low a rate, the Income- 
tax Officer must promptly stop the proceedings. It is not intended 
that when a man has concealed part of his income and the Income- 
tax Officer is proceeding to assess the income that has escaped 
taxation, the assesses should be entitled to have an assessment that 
has already become final re-opened. Still less is it intended that 
the Income-tax Officer should be invested with wide powers of 
revision or review merely because he has formed a mistaken im- 
pression that certain income has escaped assessment or been 
assessed at too low a rate. His powers under section 34 can never 
be used, therefore, to effect a reduction of tax already levied. 

When income that escaped assessment or was assessed at too 
low a rate is subsequently assessed or fully assessed, the proviso 
to section 34 makes it clear that the rate applicable to such assess- 
ment or re-assessment is the rate in force at the time when the 
income should originally have been so assessed. 

83 . Rectification of mistakes in assessments. (Section 35 ). — 
The power conferred upon the Commissioner or Assistant Commis- 
sioner of Income-tax or the Income-tax Officer by section 35 to 
rectify a mistake, whether on his own motion or on the applica- 
tion of an assessee, is confined to the rectification of mistakes patent 
from the facts or documents which were before him when he passed 
his revisional, appellate or original assessment order, as the case 
may be. This section does not confer on the Officers general 
power of review or authorise any assessee to introduce any new 
facts in connection with the said assessment. An Income-tax 
Officer should not correct mistakes in cases that have been dealt 
with by the Assistant Commissioner on appeal or the Commissioner 
of Income-tax in revision withoxit a reference to the Assistant 
Commissioner or the Commissioner of Income-tax as the case mar 
be. 

84 . Elimination of pies from assessment . — Section 36 provides 
that in income-tax assessments or refunds fractions of an anna less 
than six pies shall be disregarded, and fractions of an anna equal to 
or exceeding six pies shall be regarded as one anna. This provision 
has been made for the purpose of eliminating fractions of an anna 
from the accounts. 
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Income-tax Officers should also be instructed not to attempt to 
work out the Income-tax due on fractions of a rupee. Fractions 
of a rupee in income should be entirely disregarded. 

85. Income from properties or sccunties, etc., held under 
Trust. ( Sections 40 and 41 .) — Where any “ property ” (in the 
widest sense,, but excluding a business) is held under Trust, the 
owner of that property, for the purposes of the Income-tax Act, 
Is the beneficiary and the income is the income of the beneficiary. 
The Act does not permit of double taxation in the case of Trusts 
viz., once in the hands of a trustee and again in the hands of a bene- 
ficiary. Under these sections, the guardians, trustees, agents, 
Courts of Wards, etc., are required to pay tax on income, profits or 
gains received by them on behalf of beneficiaries in the same 
manner and to the same amount as the beneficiaries themselves. 

The following instructions should be followed in the assessment 
-of such income : — 

(A) In cases not falling under sections 40 or 41, the Trustee is 
merely to be regarded as an Agent. Receipt (actual or notional) 
>of the income by him, or accrual of the income to him, is equivalent 
to receipt by or accrual to the beneficiary. Whether the income 
be distributed or allowed to accumulate, the beneficiary is to be 
.assessed in respect of it. There is no provision for taxing the 
Trustee in respect of it. The beneficiary may, of course, apply for 
.any refund that may be due. The Trustee cannot do so. 

(B) In eases falling under sections 40 or 41, the position is* the 
same except that the Act here provides for recovery of the tax 
from the Trustee, (a) Where the Trustee holds the entire property 
in the widest sense of the beneficiary, the assessment should be made 
on the Trustee, the tax will be recovered from him and he may apply 
for refunds. The assessment will be made as tlioxigh the income 
from the trust property were the total income of the Trustee. The 
assessment will of course be quite distinct from that on any other 
income in respect of which the same person may be Trustee and 
from that on the Trustee’s own individual income. ( b ) If the 
Trustee does not hold the entire property of the beneficiary, the 
assessment on the total income of thejbeneficiary will be made in 
the name of the beneficiary and the .tax in respect of so much of 
the income as is received by the Trustee will be recovered from the 
Trustee, who may also apply for any refund due in respect of such 
part of the income, which refund will be calculated with reference 
to the total income of the beneficiary. These instructions 4 are 
equally applicable alike (a) where the Trustee simply receives divi- 
dends, interest on securities or other income on behalf of any pays 
such income to the beneficiary, and (b) where he receives dividends, 
interest, or other income on "behalf of the beneficiary and pays a 
fixed. sum out of the income to the beneficiary. If the balance of 
such income accumulates for the benefit of the beneficiary, it is to 
be regarded as his income of the year in which it accrues or arises 
to or is received, by the assessee. 
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85-A. Income from business conducted, by Trustees. Where o, 
■business is conducted by a Trustee or Trustees on behalf of bene- 
ficiaries, the assessment is to be made on the Trustee or Trustees 
conducting such business, 1 whether section 40 or 41 is applicable 
or not. If there are Trustees, they should be treated as an associa- 
tion of individuals (see judgment of the High Court, Lahore, in 
Hotz Trustees versus Commissioner of Income-tax, Punjab Refer- 
ence No. 8 of 1930). The tax will be assessed on and recovered 
from the Trustee. 'In the hands of the beneficiary or beneficiaries, 
the income of a business thus conducted by Trustees will not be 
faxed again. [Section 14 (2) (c)]. It will, therefore, be treated 
exactly as though it were a share of the profits of an unregistered 
firm. ’ Its inclusion in his total income may raise the rate of tax 
leviable on the remaining income of a beneficiary or render that 
income liable to super-tax. The Trust income in the hands of 
the beneficiary should not itself be subjected to super-tax a second 
Mine, if it lias borne super-tax in the hands of the Trustees, though 
legally it is liable to be so subjected. 

. If such a business is conducted by a single Trustee, the same 
principles will be applied. 

86. Non-residents, Income other than from business . — Under 
.section 4 ( 1 ) tax is payable in respect of all income, profits or 
gains accruing or arising in British India or deemed under the 
provisions of the Act to accrue or arise or to be received in British 
India, whether the recipient resides in British India or not. 
There is little difficulty regarding income arising in British India 
and receivable by non-residents under the heads “ salaries,” 
“ interest on securities/ 1 “ property,” “ professional earnings,” 
or “ other sources.” In cases of income from “ interest on 
securities ” and “ salaries ” income-tax is deducted at the source, 
and in the case of income under the other heads anon-resident is 
usually represented by an agent [section 42 (I)]. Ho difficulty 
has been experienced in determining whether income under any 
-of those heads is taxable. 


87. Non-residents. Income arising from business in India.— 
There is no precise definition in the Act which can be used as 
a test for determining in every particular instance whether a 
non-resident is or is not carrying on business in British India 
and how the amount of taxable profits is to be arrived at. Section 
42 of the Act contains special provisions regarding non-residents, 
and rules 33 to 35 prescribe the manner in which and the pro- 
cedure by which the income, profits and gains may be arrived at 
m the case of non-residents. Instances are given below of the 
method to be adopted in dealing with typical cases: 

(I) Indian branches of non-resident firms are liable to assess- 
ment under the Act. In order to secure an accurate assessment 
f such cases, sections 22 (4) and 37 enable an Income-tax Officer 
to lequne the production of the balance sheet and profit and loss 
account of the firm as a whole m addition to that of the Indian 
bianch, and also to require the submission of a detailed statement 
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of all tlie profits credited to the personal account of the head 
office on account of transactions carried out on its behalf. In 
some instances, however, the form adopted for the accounts and 
balance sheets of the head office or the Indian branch does not 
enable the share of profits property due to the Indian branch to 
be accurately gauged, while there are certain firms which keep 
no accounts at all either at their head office abroad or at their 
branch offices in India. Rule 33 gives Income-tax Officers wide 
powers to determine how the profits of the Indian branch shall 
in these circumstances be calculated and enables them to fix as 
the income of the Indian branch for assessment purposes either 
a percentage of the turn-over of the business done by the branch 
or, where this procedure proves unsuitable, an amount which 
bears the same proportion to the total profits of the business as 
the Indian receipts bear to the total receipts of the b\isiness, or, 
where neither of the above methods proves suitable, any other 
more reliable method of calculation. In the case of shipping 
companies in particular the most suitable method of assessing the 
Indian branch is usually to calculate tax on the same proportion 
of the total profits of the company as the Indian receipts of the 
company (meaning thereby the sums received either in India or 
elsewhere on account of goods shipped or passengers carried from 
India) bear to its total receipts. In the special case of the 
Indian branches of non-resident insurance companies (life, 
marine, fire, accident, burglary, fidelity guarantee, etc.), it will 
probably be found both feasible and equitable to adopt the pro- 
visions of rule 35 and assess these branches on the proportion of 
the total profits of the companies corresponding to the proportion 
which their Indian premium income bears to their total premium 
income. 

(2) Indian firms allied to non-resident firms of which they are 
not technically either branches or agencies often succeeded in the 
past in escaping their proper taxation by a manipulation of 
accounts with the parent non-resident companies. To cite an 
example, a foreign firm dealing in aniline dyes was registered as 
a separate limited liability company in India with a capital of 
Rs. 20,000. The shares were never placed on the market in India, 
but, with the exception of small holdings by managers in India, 
were all held abroad. The registered capital was nominal in 
comparison with the value of the stock-in-trade and the parent 
company abroad sold to the subsidiary Indian company at a 
price leaving a margin just sufficient to cover the expenses of the 
subsidiary company, or causing an actual loss to be shown. 
Section 42 (2) of the Act is designed to prevent a subsidiary 
Indian firm or company from benefiting by such a manipulation, 
and enables an Income-tax Officer to assess it on the profits which 
may reasonably be deemed to have been derived from its Indian 
business, while, where any difficulty is experienced in arriving 
at a basis for assessment, nsse°nment on a percentage of turnover, 
or other suitable method can be adopted under rule 34. It is to 
be noted that the provisions of section 42 (2) are not applicable 
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agent. 


(3) Indian agents of non-resident firms of which they are not 
technically either branches or subsidiary firms are table £ 01 fc th e 
payment on. account of their principals, of the tax °a their 
principals’ Indian profits under the provisions of sections 42 (2) 
and 43 of the Act. It will be observed that these provision, 
permit the levy of the tax on a non-resident’s business not only 
where he has established a regular agency in India but also wheie 
he conducts bis business regularly through a particular agent or 
casually through various agents. In this case it is not necessary 
tliat anything of the nature of a regular agents should exist m 
order to make the profits of a non-resident chargeable in the name 
of an agent. They are so chargeable even when the only connec- 
tion between the non-resident and the person acting as his agent 
is that that person is ordinarily and regularly employed as an 
agent by the non-resident. The Government of India do not, 
however, desire that in practice the liability to assessment should 
be enforced except where something definitely of the nature of an 
agency exists and in particular no attempt should be made to 
tax the profits of a consignment business pure and simple , merely 
because the non-resident consignor habitually uses a particular 
resident as his agent. 

In all cases it will be a question of fact whether the connection 
between the non-resident and the resident is such that an agency 
can be held to exist. “ Agency ” for the purposes of this section 
should be interpreted to mean a regular, not casual, agent and 
one whose relation to the non-resident principal is such that the 
principal may reasonably be held to be trading “ in the country ” 
and not merely “ with the country If, for example, there is 
no privity of contract between a foreign principal and a resident 
who purchases the foreign principal’s products through another 
resident or if the resident vendor has to bear any bad debts aris- 
ing out of such transactions, the resident vendor : is not to be 
treated as the agent of the non-resident. Even if a non-resident 
does not bear bad debts, he will bo considered to be trading jn the 
country (if there is privity of contract ) if the agent receives a 
del credere commission, i.e., an additional commission in considera- 
tion of guaranteeing the non-resident against bad debts, or if the 
rate of commission is so unusually high as evidently to be intended 
to. include a del credere commission though none is specifically 
mentioned It is doubtful whether it is practicable to ' formulate 
for the. guidance of Income-tax Officers any more definite principles 
■ an those stated above; but the following examples may serve to 
indicate the lines on which decisions should .be reached : 

(o) B, a distiller in Glasgow, has agreed to sell to no one in 
India except A, his Agent, provided that A gives B 
all or an agreed proportion of his trade. A pur- 
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cliases from B and sells to tlie trade at his own rates,, 
and all bad debts are A’s. Iso attempt should be 
made to tax B on bis profits. His position, in spite 
of bis supplementary agreement with A, is merely 
that of a seller to an Indian consignee who takes the 
risks or profits of the trade in India. 

{ b ) A, an Indian resident and a large supplier of mill stores, 
has a monopoly for the sale in India of the belting of 
a non-resident B. A is paid commission by B on all 
orders be sends either for bis own stock or risk or in 
execution of orders obtained. He does not confine bis 
purchases of belting to B. He stands all loss Horn 
bad debts and fixes the prices to be asked for the 
goods. Here again the position of B is merely that of, 
a seller to an Indian consignee, and no attempt should 
be made to tax B’s profits. 

(c) A is the Indian agent for hardware and sundries of B, a 

British manufacturer. A receives salary and com- 
mission from B and bad debts fall on B. Here theie 
is a regular agency and B’s Indian profits should be 
taxed through A. 

(d) A is the Indian agent for B, a firm in an Indian State, 

who consigns goods for sale in Bombay and China 
through A. The business is purely a consignment 
business and B’s profits on hi 1 ? Indian trade should 
not be taxed. 

In all these cases A’s remuneration or profits as agent are 
liable to the tax. 

(4) Casval agents for non-resident firms io whom goods are 
from time to time consigned have been dealt with in (3) above and 
no attempt should be made to tax the profits of a non-resident 
through the agent on this class of business. 

In the Madras High Court Case Ho. 4 of 1921, Chief Com- 
missioner of Income-tax, Madras, versus Bhanjee Itamjee & Co. (I, 
Srinivasan Tax Cases, page 147), it has been held that a peison who 
is not a resident in British India but to whom income arises or 
accrues through business connections in British India is assessable 
to income-tax under sections 4 and 42 ( 1 ) of the Act whether he is 
a British subject or a foreigner and that the provision in the latter 
section that such income shall be taxable in the name 
of the agent of any such person does not mean that it i> not 
clirageabie unless assessed in the name of an agent. It will be 
clear from section 42 (3) that the entire profits of a branch or 
agency of a foreign firm importing goods in British India are 
liable to tax in British India irrespective of where the profits ac- 
crued or arose, and whether received in British India or not. 
Thus if a foreign manufacturer has on agency or branch in British 
India and sells his products through it in British India, he is- 
liable to tax on his manufacturing profits as well as on the mar— 
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chanting proto-while a foreign . j a “"c/* Briti* 

InSF on gpoTeiported to the branch or agency and sold by it » 

"tLired to assess a "dent wholes nonresident 
agent through whom such ass :essmen ^ or jn(J i rec tly, a notice 

entire income also ^cannot be t Uim as early as possible 

registered post (achnowledgmen^ du^ nllew.ng 

^"Vretum mFfcomplFndtb snSeqnent notices calling for 
the prediction ’of accounts, etc., (in which also ample time should 
be allowed for compliance), an assessment may be made nnde 
section 23 1 4). When serving sncli notices on a non-resident, lie 
should be invited in a covering letter to appoint an agent to re- 
present him for income-tax purposes m India. _ 

A person whom tlie Income-tax Officer lias decided, after due 
notice and bearing under section 43, to treat as the agent oi_ a 
non-resident, is not entitled to appeal to the Assistant Commis- 
sioner against the Income-tax Officer’s order until an . assessment 
lias been made. But it is open to such person to petition to the 
Commissioner of Income-tax against the Income-tax Officer s 
order before an assessment is made] and Commissioners of 
Income-tax are authorised to dispose of suck petitions under section 
33 of the Act. 

See also paragraph 91 as to tbe time within which arrears of 
tax due from a jion-resident may be recovered. 

88. Depreciation in assessing shipping companies . — Tlie fol- 
lowing instructions should be followed in regard to the treatment 
of depreciation in assessing shipping companies tbe whole of whose 
profits or gains neither accrue nor arise nor are received in India : — 

li a company furnishes annual accounts for the whole of its 
"business, Indian and foreign, the second method provided by Buie 
33 should he applied. Depreciation has only to be considered in 
calculating the world-profits. These are to he calculated according 
1 ° Indian Income-tax Act. Profits calculated according to 
-the United Kingdom Act will, therefore, require certain adjust- 
er mLft'r T P ^ tted t n S he J^ted kingdom hut' not 
permissible in Tiidl, T . la T e to be .^ded back and deductions 
wil f have to Z 5? i n0 T t o PenniSSlble in tlie United Kingdom 

d.i» ibe pr t rs <o 

®| to t be Indian nlF’ WJntloV’" 6 V” caloula « Fcoreb 
Of depreciation according to the tv V™ % pheS £° tllG caIc nlatiou 
a complete deprecTat oi J t In * d T rul ? 6 - .^r this purpose, 
fleet. ** entire 

Company is “ assessed^’ in India twlj JT ln wllict tLe 

** Pr ° fi,S ( ° r ^ tletenuined foFfbe’puj^osFof 
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whether it was liable to Indian Income-tax. Unabsorbed depre- 
ciation, i.e,, any balance of depreciation which cannot be allowed 
in an}' year owing- to the profits not sufficing- to cover the full 
amount permissible under the Indian rules will be carried 
forward and allowed as far as possible in calculating the world-profits 
according to the Indian method in the following year and if 
necessary, in subsequent years. What has been said above about 
depreciation applies equally to obsolescence. 

The proportion is applied to the world-profits cal- 

culated according to the Indian method (if there are any such 
profits) and the result is the Indian income liable to tax. No 
further deduction is permissible from the amount thus arrived at 
on account of depreciation (unabsorbed or otherwise) or anything 
else. The due proportion of all allowances permissible is auto- 
matically set off against the Indian profits by the above method. 

This method is equally applicable whether a Company works 
out the profits for each voyage or follows any other method of 
accounting provided that it prepares complete annual accounts for 
the whole business, Indian and foreign, and furnishes the accounts 
of gross receipts, Indian and foreign. 

Some lines do not furnish complete annual accounts for their 
world business. They keep separate complete annual accounts 
for their Indian trade — that is, for all “ round voyages ” to and 
from Indian ports. The proper course is then to apply the method 
just described treating the profits of the Indian trade and the 
gross receipts of the Indian trade as though they were the “ world- 
profits ” and the “ world receipts ” respectively. In fact the 
business other than the Indian trade is ignored. 

A difficulty sometimes arises in such cases owing to the fact 
that the ships employed in the Indian trade are constantly being 
changed. Unless United Kingdom depreciation is accepted as 
indicated above a depreciation record will have to be kept for every 
ship employed at any time in the Indian trade. Depreciation 
must be allowed on each ship employed in the Indian trade in a 
given year and the allowance must be a proportion of the annual 
rate calculated with reference to the number of days spent in the 
Indian trade whether at sea or in harbour. Any unabsorbed dep- 
reciation in any year must be distributed among the ships in the 
Indian trade in that year in proportion to the capital cost of each, 
and the unabsorbed depreciation thus allotted to any ship can only 
be allowed in any subsequent year against the same ship. 

The allowance should cease : — 

(a) on ships included in the fleet in the first year in which 
the Company becomes liable to assessment in India 
(irrespective of whether it was actually found to have 
a taxable income in that year or not), after the twen- 
tieth year beginning- with that year: 

► C5 o K 7 
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In both cases the period may ^^/allowed in calculating 
State for India I, Snmvasan Tan Oases, p. fc 

Obsolescence cannot be allowed in ftesecas«. ^ ^ 

89. British Slapping CompaM« x riC0I „ c .i;,x Officers should 

sessing British Shipping Compame^tU I o£ T(|xes ; n the 

accept a certificate granted by the uMet in ^ o£ any „ c . 

•United Kingdom stating (« e r ‘ * of the United King- 

counting period as computed foi P P any a U owaT ice for wear 

dom income-tax computed withoi * fj^ mpn " nT » g whole fleet and 

and tear to the gross earnings of wear and te0T to 

the ratio of the United Kingdom < f])e £ aci ^ Jf ,{ (here 

the gross earnings of fte J s ’J. n in „ of the Com- 

were no such profits, lne expi c , f ,i shiri-ninw Goin- 

Tiany’s whole fleet 1 means the total receipts of the & W a U m 
mnv excepting only receipts from non-trading souices. such a., 
income from investments. The following instructions should be 
observed where British Shipping Companies correspond direct wit^ 
Income-tax Officers and not through an Agent in British incur . 

1. Where a British Shipping Company which corresponds 

direct with an Income-tax Officer, is unable to furnish 
its return of income by the prescribed date, it iv ill 
obtain an extension of time from the Income-tax 
Officer; but every effort should he made to file the 
return as early as possible. 

2. The Income-tax Officer will make the assessment ns soon 

as possible after receiving the return and in any case 
, within one month. 

3. The notice of demand will he issued on the shipping com- 

pany’s agent in accordance with the provisions of the 
Income-tax Act and a copy of the assessment order will 
be sent to the company direct. The company will 
arrange with its agent for the despatch to it.' of the 
notice of demand. 

4. Provided that the notice of demand can he issued on or 

before January 15th, the period allowed for payment 
will be sixty days. If the demand is made after 
January 15th the period will be shorter. 

5. For the purpose of sub-section ( 2 ) of section 30 of the 

Indian Income-tax Act, 1922, the Assistant Commis- 
sioner wdl regard it as a proper extension of time to 
allow the shipping company to file an appeal up to 

S" ,3 * «ply could l,o received from 

g and if that reply were despatched by the mail in 
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tlie week following that in which tlie notice of demand 
and the copy of tlie assessment order readied, or could 
be presumed to have reached, the company. 

(3. The demand must be met within due date unless the In come- 
tax Officer agrees to give the agent further time for 
payment. But in any case the demand must be paid 
before the end of the financial year. If a demand has 
been paid before the decision of an appeal where one 
has been filed and the appeal results in a reduction of 
the assessment, a refund will promptly be granted in 
the ordinary course. 

90. Occasional shipping. — ( Tramp steamers, etc .). — Only one 
person can be taxed under Chapter YA in respect of a particular 
ship taking up passengers, live-stock or goods at ports in British 
India, and that person is the “ principal ” within the meaning of 
section 44A. Such principal may be either the owner or the 
charterer of the ship. It will be a question of fact in each case 
in which the ship has been chartered by the owner to another person 
whether the owner or the charterer is the principal. 

Chapter YA is only applicable where the principal: — (1) carries 
on business in British India as the owner or charterer of a ship. (2) 
does not reside in British India, and (3) does not employ an agent 
from whom the tax would be recoverable under section 42. Where 
there is no charterer the owner will be the principal. Where there 
is a charterer it will be a question of fact whether he or the owner is 
the principal. The business of which the profits are to be calculated 
and assessed for income-tax tinder Chapter YA is the business ot 
carrying passengers, live-stock or goods shipped at ports in British 
India, and the person to be taxed is the peison (referred to in 
Chapter YA as the ‘ principal ’) who carries on that business, but 
does not reside in British India, and does not employ any agent 
from whom the tax would be recoverable under section 42. The 
criterion to be applied is, “ who is the person to whom or on whose 
behalf money is paid or payable on account of carriage of passen- 
gers, live-stock or goods from a port in British India?” 

Generally speaking, where there is what is known as a c Time 
Charter/ under which the owners may be said to let the ship out 
to the charterer for a fixed sum for a certain period, during which 
the owners retain no further control over the vessel or her move- 
ments, the owners cannot be held to be carrying on business in 
British India, or even to have a ‘ business connection 5 in British 
India, and are therefore not liable to Indian income-tax either 
under Chapter YA or under section 42. 

Where, however, the ship has been chartered under what is 
known as a ‘ Yoyage ’ or ‘ Trip 7 Charter the position is different. 
Under this kind of Charter party, the charterers are practically in 
the position of brokers, who guarantee to secure a certain quantity 
of cargo for the' owners at certain rates of freight. If the full 
amount of freight cannot be secured, the charterers are liable to 
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make good the deficiency. Any such deficiency is to be paid by the 
charterers to the Master, on behalf of the owners, in cash, minus 
a certain percentage, at the time and place of loading in India. 
Similarly, if freight is secured in excess of that stipulated, the 
Master of the ship is to pay such excess to the Charterers, at the 
time and place of loading, by demand draft on the owners on 
London. The Bills of Lading' are signed by the Master on behalf 
of the owners : and the cargo as soon as shipped is therefore in the 
constructive possession of the owners ; and at their risk. The ship 
is usually consigned to the Charterers or their agents, who look after 
its interests when in port, and for doing so are paid a commission by 
the owners. The owners also pay brokerage. In such a case, the 
owners are carrying on business in British India through their 
agent the Master, who receives cargo on their behalf, and receives 
and makes payments on their account in British India, and thus 
the owners having no regular or permanent agent m British India 
are liable to tax under Chapter VA on the profits of the business 
conducted by the Master on their behalf. 

If a ship lias arrived in a British Indian port, either on owner’s 
account or under a charter and the non-resident owner, or the 
non-resident charterer, causes the ship to be chartered, or transfers 
the existing charter, or effects a sub-charter of the vessel, as the 
case may be, vsuch a transaction, though it does constitute the 
carrying on of business in British India by the non-resident, does 
not of itself amount to carrying on business within British India as 
the owner or charterer of a ship within the meaning of Chapter YA. 
But if the ship is loaded in any British Indian port the question 
whether the non-resident owner or the non-resident charterer is 
assessable to income-tax under Chapter YA must be decided on the 
principles stated above. Whoever of these two persons causes the 
ship to be loaded with cargo, and is paid the freight for carrying 
such cargo, is the person who carries on business within the mean- 
ing of section 44A. 

91 . Method of the recovery of the tax . — The Income-tax Officer 
is responsible for the recovery of the tax whether the demand re- 
presents the tax assessed by himself under section 23 or sub-section 
(4) of section 23-A or whether it represents an enhancement made 
by the Assistant Commissioner on appeal under section 31 or by 
the Commissioner in exercise of his powers of review under section 
33. Hotices of demand under section 29 or under clause (Hi) of 
sub-section (4) of section 23-A in the form prescribed in rule 20 
should be issued at as early a date as possible after the assess- 
ment is made under section 23 or sub-section (4) of section 23-A 
or when intimation is received of orders of enhancement from 
superior authorities in order that the tax may be promptly collected. 
The fact that an appeal has been lodged against an assessment 
should not stop the collection although the Income-tax Officer is 
empowered, under section 45, in his discretion to treat an assessee 
as not being in default until an appeal is disposed of. When the 
Income-tax Officer considers that an appeal is a bond fide appeal, he 
should in exercise of his discretion under section 45 require the 
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assessee to pay tlie portion of tlie tax that is not in dispute and 
should, under no circumstances, delay the collection of that portion 
of the tax which is not disputed in the appeal. Similarly section 
66 (7) of the Act provides that a reference to the High Coxirt shall 
in no way stop the collection of the tax. 

When the tax is not paid within the time prescribed in the 
notice, or, if no such time is prescribed, by the fust day of the 
second month following the date of the service of the notice or 
order, the Income-tax Officer should use the powers conferred upon 
him, by sub-sections ( 1 ) and (I-A) of section 46 and impose a 
penalty for the default. 

Section 46 (3) and (4) provides for cases where a special whole- 
time income-tax staff for the actual collection of the tax is employed 
in any area. Where such a staff is employed, the Commissioner 
of Income-tax may confer upon that staff any of the powers for the 
enforcement of any process for the recovery of a municipal tax or 
local rate imposed under any enactment which is in force in any 
part of the province, e.g., the powers of distraint. In other areas 
and, in the areas in which a special staff is employed where the 
powers for the recovery of municipal taxes or local rates have 
proved insufficient, the Income-tax Officer may, under section 46 
(2), forward under his signature a certificate specifying the amount 
of ax-rears due from an assessee to the Collector of the district, and 
the Collector of the district on receipt of such a certificate must 
proceed to recover the amount specified in the certificate as if it 
were an arrear of land revenue. 

Where the defaulter is a salaried person the Income-tax Officer 
may, under the provisions o£ section 46 (3), require the person 
paying “ salary ” to such assessee to deduct from any subsequent 
payments of ” salary ” any arrears of tax due from such assessee 
whether those arrears are due on account of tax on ‘ salary ’ or on 
income from any other sources or on account of any penalty. 

The necessity for prompt collection of the tax should he im- 
pressed upon Income-tax Officers since not only is delay in the 
collection of this tax likely to result in loss of revenue for other 
reasons, but, under the px-ovisions of sections 46 (7), no proceedings 
for recovery can be commenced after the expiration of one year from 
the last day of the year in which the demand is made, with the 
exception of the special case referred to in sub-section ( 1 ) of section 
42. That sub-section refers specially to arrears of tax due from a 
non-resident. For the collection of such ai-rears no time limit is 
prescribed as such arrears may be recovered from any assets of the 
non-resident which may at any time come within British India. 

The phrase “proceedings for the recovery of any sum payable 
under this Act ” should be interpreted as l-elating to proceedings 
taken under section 46. The issue of a notice of demand is not a 
proceeding for the purpose of this section. 

The above remarks regarding recovery of tax apply also, under 
Ike provisions of section 47 to the recovery of any penalty imposed 
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under section 25 ( 2 ), section 28 or sub-section (1) and (1-A.) of. 
section 46. 

92 . Refunds of Income-tax. ( Section 48). — Refunds are neces- 
sitated owing to the system of taxation at tbe source, which occurs 
in tbe case of tbe lax on companies and on registered firms [section 
48 (1) and (2)], and of deduction at tbe source, wbicb occurs in tbe 
case of “ interest on securities ” and “ salaries” [section 48 (3) j . 
In botb these cases tbe rate of tax appropriate to tbe “ total 
income ” of tbe recipient (tbe shareholder, partner, security -bolder 
or salaried person) is not known at tbe time that tbe tax is assessed 
or deducted. As stated in paragraph 61, in order to simplify the 
procedure in connection with refunds section 18 (9) makes it obli- 
gatory upon tbe person deducting income-tax from “ interest on 
securities ” to issue to all security-holders a certificate specifying- 
tbe amount of tbe tax deducted from tbe interest and tbe rate at 
wbicb it has been deducted ; and similarly section 20 (see paragraph 
63) requires tbe principal officer of a company distributing dividends- 
to issue to shareholders a certificate stating that the company has- 
paid or will pay income-tax on tbe profits that are being distributed. 
These certificates (or in tbe case mentioned in paragraph 62, a. 
certificate by a bank) must ordinarily be accepted by Income-tax. 
Officers as conclusive proof that tax has Been paid. 

Tbe powers of an Income-tax Officer in respect of refunds can 
be exercised by any other authority appointed by tbe Governor 
General in Council in this behalf under section 48. 

For tbe reasons given in paragraph 63 tbe Income-tax Officer, for 
purposes of refund in tbe case of dividends, has to assume that tbe 
dividends mentioned in tbe certificate were taxed at tbe maximum 
rate current on tbe date when tbe dividends were declared. In tbe 
case botb of dividends and of interest on securities, tbe tax deducted 
has to be added to tbe “ net ” dividend or interest paid for tbe 
purpose of calculating botb tbe “ total income ” of the applicant 
and tbe amount of refund due [see paragraph 57, and section 48 

m 

A company, a substantial portion of whose income is known to 
be derived from tax-free securities, should be required to certify, 
aB tbe statutory form prescribed in Rule 14 provides, what percen- 
tage of its income in a given year has actually paid tax or is liable 
to pay tax ; and if a shareholder receives a dividend from a company 
* that derives a substantial portion of its income from tax-free securi- 
ties, tbe shareholder should only be allowed a refund under section 
48 in respect of a proportion of bis dividend corresponding to tbe 
proportion of tbe company’s income that is subject to tax. 

When tbe amount distributed by a Company as dividends ex- 
ceeds tbe total income, profits or gains as calculated for income- 
tax purposes of tbe Company in the year in question, taxed and 
untaxed, wbicb includes cases where there is no income, profits 
or gains, or a loss (for example where net receipts from non-tax- 
free sources are wiped out or exceeded by tbe depreciation allow- 



ance) tlxe refunds to sliareliolders should be calculated with refer- 
ence to the proportion borne by tlie tax-free income to the total 
amount distributed less the tax-free income. 

Application for refund under the provisions of rule 39 should 
m cases where the applicant is resident in British India, be made 
to the Income-tax Officer of the distiict in which the applicant is 
chargeable directly to income-tax or, where he is not chargeable 
directly to income-tax, to the Income-tax Officer of the district in 
which he ordinarily resides and such Income-tax Officers are re- 
quired to give the refunds. In eases where the applicant is resident 
outside British India, the application should be made to the 
Income-tax Officer, Ron -Residents Refund Circle, Bombay. The 
Income-tax Officer will, however, allow a claimant who resides in 
an Indian State, the option of receiving payment of the refund 
through the Political Officer in that State, that is to say, the refund 
voucher that will be issued by the Income-tax Officer will be made 
payable, if the person applying for the refund so desire, at the 
Political Treasury of the Government of India in the particular 
Indian State, or if there is no treasury tinder the control of the 
Political Officer, at the prescribed British Indian Treasury. 

The necessity for refunds of tax on Government securities can 
be avoided, by the procedure laid down in paragraph 61, in the 
case of persons who are either not liable to the tax or who have a 
taxable income which is sufficiently stable to justify the Income-tax 
Officer in assuming that the tale applicable to the total income is 
not likely to move from one grade to another. Again, as has been 
pointed out in preceding paiagraphs, the necessity for a refund 
can also be avoided in the case of persons who have income which 
has not been taxed, or from which income-tax has not been deduct- 
ed, at the source, since such persons can claim a set-oif against the 
tax due on that other income. 

In cases where a cash refund is necessary, the procedure laid 
down in rules 36 to 39 should facilitate the granting of refunds. 
The application must be made in the form prescribed in rule 36 
by persons resident in British India and in that prescribed in 
rule 36-A by persons not resident in British India and verified 
in the manner laid down in those rules and must, under rule 37 
or 37-A, be accompanied by a return of the “ total income ” in 
the form prescribed in lule 19 unless such a return has previously 
heen made or that prescribed in rule 37-A as the case may be. 
A false statement in such a return or in such a verification is 
punishable under the provisions of section 182 of the Indian 
Penal Code, which are set out in paragraph 68 above. The appli- 
cation must also, where necessary, be accompanied by the certifi- 
cates mentioned in section 18 (9) or section 20. The applications, 
under rule 40, need not be presented in person, but may be sent by 
post or by an authorised agent. In cases where the applicants 
residing in India do not present themselves, the amount of any 
refund due should be remitted by money order, in which event the 
cost of the money order is borne by the Government and is not to 
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be deducted from tbe amount to be refunded. If the applicants 
reside out of India, the amount of refund under section 48 or 49 
of tbe Act will be remitted to them by banb draft or money order 
at their cost unless they appoint agents to receive payment in 
India. : 

It should be particularly noted that section 48 does not apply 
to super-tax (see section 58) since super-tax is not deducted at the 
source or taxed at the source with the solitaiy exception of the 
case referred to in section 57, in which case no claim for any refund 
can arise. 

Under sub-sections (4) and ( 5 ) of this section refunds to non- 
residents, who are neither British subjects nor subjects of Indian 
States, are not admissible. Refunds to non-residents, who are 
British subjects or subjects of Indian States, are to be made with 
reference to their entire income both in and outside British India, 
which would be liable to Indian income-tax if it accrued or arose 
or was received in British India. The total income thus computed 
will, of course, include income from agriculture conducted outside 
British India. 

The onus of proving the claim to refund (and therefore of 
adducing satisfactory evidence of his total income) of course lies 
on the claimant, and if he fails to discharge it his claim should be 
rejected. It is not necessary, however, for the purpose of such 
claims to do more than ascertain the grade of tax applicable, or 
to compiite the total income exactly. Certificates by Income-tax 
authorities in the United Kingdom or a Dominion should be ac- 
cepted as proof of the amount of the total income. Certificates of 
responsible officials in Indian States should also be accepted in 
support of claims presented by subjects of Indian States. 

Sub-sections (4) and (5) of this section should be applied, irre- 
spective of when the income in respect of which a refund is claimed 
accrued, arose or was received, to all claims under this section 
presented on or after April 1st, 1928. They should not be applied 
to claims presented but not disposed of before 1st April 1928. 

93. Relief from double income-tax of incomes taxed in British 
India and the United Kingdom. (Section 49 .) — At a conference 
between the Representatives of the Home Government and of the 
Dominions and of India an agreement was arrived at to the 
following effect: That in respect of income taxed both in the 
United Kingdom and in India there should be deducted from the 
appropriate rate of the United Kingdom income-tax (including 
super-tax), the whole of the rate of the Indian income-tax (includ- 
ing super-tax), charged in respect of the same income, subject to 
the limitation that in no case should the maximum rate of relief 
given by, the United Kingdom exceed one-half of the rate of the 
United Kingdom .income-tax (including super-tax) to which the 
individual tax-payer might, be liable and that any further relief 
necessary in order to confer on the tax-payer relief amounting to 
the lower of the two taxes (United Kingdom and Indian) should be 

INCOME-TAX K 
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given by India. That is to say, the arrangement is that where in- 
come is liable to taxation both in tbe United Kingdom and in India, 
it should pay only at the highest rate leviable in either country. 
These proposals have been accepted by the Government of the 
United Kingdom and are embodied in section 27 of the Finance 
Act of 1920. A copy of that section is given below : 

******** 


27. (I) If any person who has paid, by deduction or otherwise, or is liable 
to paj, United Kingdom income-tax for any jear of assessment on any part 
of his income proves to the satisfaction of the Special Commissioners that he 
has paid Dominion income-tax for that year in respect of the same part of 
his income, he shall he entitled to relief fiom United Kingdom income-tax 
paid or payable by him on that part of his income at a rate thereon to be 
determined as follows : — 

(a) if the Dominion rate of tax does not exceed one-half of the appro- 

priate rate of United Kingdom tax, the rate at which relief is 
to bo given shall be Dominion rate of tax; 

(b) in any other case the rate at which relief is to be given shall be one- 

half of the appropriate rate of the United Kingdom tax. 

For the purpose of this section, the expression “ the appropriate rate of 
United Kingdom tax ” means the rate at which the claimant for the year to 
which the claim relates has borne or is liable to hear United Kingdom income- 
tax and where the claimant is liable to United Kingdom super-tax the ex- 
pression “ the appropriate rate of United Kingdom tax ” means a rate equal 
to the sunr of the rates at which he has borne or is liable to benr United 
Kingdom income-tax and super-tax, respectively, for that year. 

( 2 ) Where a person has not established his claim to relief under this 
section for any year of assessment before the first day of January in that 
year, the relief shall be granted by way of repayment of tax. 

(3) Where by leason of tbe allowance of relief under this section the rate 

of United Kingdom income-tax deducted from or paid in respect of any part 
of the income of any individual is less than the standard rate, and the rate 
of the relief so allowed is greater than the rnte appropriate to the case of 
that individual, such an adjustment shall be made in allowing to that indivi- 
dual any relief to which he may be entitled under the provisions of this part, 
of this Act relating to the rnte of tax on the first two hundred and twenty- 
five pounds of taxalde income as may he necessary to secure that the amount 
of United Kingdom income-tax finally pnid or borne by him shall be equal 
to the amount which would have been paid or borne if the relief under this 
section had in the first instance been given at the rate appropriate to his 
case. , , 

> l 

(4) Notwithstanding anything in the Rules applicable to Case IV or Case 
V of Schedule D or in any other provision of the Income-tax Acts, no deduc- 
tion shall he made on account of the payment of Dominion income-tax in 
estimating income for the purposes of United Kingdom income-tax, and 
where income-tax has been paid or is payable in any Dominion either on 
the income out of which income subject to United Kingdom income-tax arises 
or is received, or as a direct charge in respect of that income, the income 
so. subject to .United Kingdom income-tax shall be deemed to he income 
arising, or received after deduction of Dominion income-tax and an addition 
shall, in estimating income for the purposes of the United Kingdom income- 
tax, he made to that income. of the proportionate part of the income-tax pnid 
or payable in the Dominion in respect of the income out of which that income 
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arises or is received together with the full amount of any Dominion income-tax 
•directly charged or chargeable in the Dominion in respect of that income : 

Provided that — 

(a) where any income arising or received as aforesaid consists cf 

dividends which are entrusted to any person in the United 
Kingdom for payment and the Special Commissioners are satis- 
fied that the person so entrusted is not in a position to ascertain 
the amount of the addition to he made under this sub-section, 
the assessment and charge may be made on the amount of the 
dividends as received by the "person so entrusted, but in any 
such case the amount of the addition shall be chargeable on the 
recipient of tlio dividend* under Case VI of Schedule D; and 

(b) where under the laws in force in any Dominion no provision is 

made for the allowance of relief from Dominion income-tax in 
respect of tho payment oi United Kingdom income-tax, then in 
assessing or charging income-tax in the United Kingdom in 
respect of income assessed or charged to income-tax in that 
Dominion deduction shall be allowed in estimating income for 
the purpose of United Kingdom income-tax of an amount equal 
to the difference between the amount of the Dominion income-tax 
paid or payable in respect of the income and the total amount 
of tho relief granted from the United Kingdom income-tax in 
re-pect of the Dominion income-tax for the period on the income 
of which the assessment or charge to United Kingdom income-tax 
is computed. 

In this sub-section the expression dividends includes any interest. 
Annuities, dividends, shares of annuities, pensions, or other annual payments 
or sums in respect of which tax is charged under the Rules applicable to 
Schedule 0 or under Ilulo VII of the Miscellaneous Rules applicable to 
Schedule T). 

(5) Where under Rule 20 of the General Rules applicable to Schedules A. 
B, C, D, and E, a body of persons is entitled to deduct income-tax from 
any dividends, tax shall not in any en«c he deducted at a rate exceeding 
"the rate of the United Kingdom income-tax ns reduced by any relief from 
that tax given under this section in respect of nnv payment of Dominion 
income-tax. 

(fij Where under tiie law in force in any Dominion provision is made for 
the allowance of relief from Dominion income-tax in respect of the payment 
of United Kingdom income-tax the obligation ns to secrecy imposed by the 
Income-tax Acts upon persons employed in relation to Inland Revenue' shall 
not prevent the disclosure to the authorised officer of the Government of 
the Dominion of such facts as may he necessary to enable the proper relief 
to bo given in cases when relief is claimed both from United Kingdom income- 
tax and from Dominion income-tax. 

(7) The Commissioners of Inland Revenue may from time to time mate 
regulations generally for carrying out the provisions of this section, and may, 
in particular, by those regulations provide — 

(a) for making such arrangements with the Government of any 
Dominion to which the last preceding sub-section applies ns may 
bo necessary to enable the appropriate relief to be granted; 

■(b) for prescribing the year which in relation to any Dominion income- 
tax is. for the purposes of relief under this section, to be taken 
as corresponding to the year of assessment for the purposes of 
United Kingdom income-tax, 

K 2 
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(8) In this section — 

(a) The expression “ Dominion ” means any British possession, or any- 

territory which is under His Majesty’s protection or in respect 
of which a mandate is being exercised by the Government of any 
part of His Majesty’s dominions : 

( b ) The expressions “ United Kingdom income-tax ” and “ United 

Kingdom super-tax ” mean respectively income-tax and super- 
tax chargeable in accordance with the provisions of the Income- 
tax Acts : 

(c) The expression “ Dominion income-tax ” means any income-tax or 

super-tax charged under any law in force in any Dominion, if 
that tax appears to the Special Commissioners to correspond 
with United , Kingdom income-tax or super-tax : 

( d ) The expression “ Dominion rate of tax ” means the rate determined 

by dividing the amount of the Dominion income-tax paid for the 
year by the amount of the income in respect of which the 
Dominion income-tax is charged for that year, except that where 
the Dominion income-tax is charged on an amount other than 
the ascertained amount of the actual profits the Dominion rate 
of tax for the purposes of this section shall be determined by 
the Special Commissioners. 

For the purposes of this section, the rate of United Kingdom income-tax 
shall -be ascertained by dividing by the amount of the taxable income of the 
person concerned the amount of tax payable by that person on that income 
before deduction of any relief granted in respect of life assurance premiums 
or any relief granted under the provisions of this section, and the rate of 
United Kingdom super-tax shall be ascertained by dividing the amount of 
the super-tax payable by any person by the amount of that person’s total 
income from all sources as estimated for super-tax purposes. 

«>**•**** 

Under that section a person whose income is assessed both in the 
United Kingdom and in India is entitled to claim from the authori- 
ties- of the United Kingdom a refund or rebate of the rate levied in 
India up to one-half of the English rate. 

Section 49 of the Indian Income-tax Act, therefore, provides 
that where any further relief is to he given in order to secure that 
such a person shall not pay a higher rate than the highest rate in 
either country, such relief will be given by India, subject to the 
limitation that the relief given in India shall not exceed half of the 
rate of income-tax and super-tax combined. Up to the year 
1921-22 the Indian rates of income-tax and super-tax combined 
were less than half the rates in the United Kingdom, and, there- 
fore, no claim can be made under this section in respect of tax- 
levied up to that year. Relief can only be claimed in India, when, 
owing to any alteration in the rates, the Indian rate is more than 
half the English rate, and the amount of relief would merely be 
the amount by which the Indian rate exceeds half the English 
rate. The rates prescribed in India in some cases now amount to 
more than half the English rates as fixed for the year 1930-31. 
The table below shows the amount of English income-tax and 
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•super-tax and tlie effective rate per rupee contrasted with similar 
.figures for tlie Indian rates. 


English. 3 Indian. 


Income. 

Income- 

tax. 

Super-tax. 


Effective j 
rate ] 

per rupee, j 

Income- 

tax. 

! 

1 

Super-tax. j 

1 

1 

Effective 

rate 

per rupee. 

Rs. 

Rs. 

Rs. 

A. 

p. 

Rs. 

A. 

r.j 

Rs. 

A. 

Rs. 


Rs. 

A. 

P. 

30,000 

6,750 




0 

3 

7 h 

2,500 

0 

... 


0 

l 

4 

46,000 

10,125 

.843 

12 

0 

0 

3 10 i 

4,453 

2 

... 


0 

l 

7 

00,000 

13,600 

2,343 

12 

0 

0 

4 

2,d 

5,937 

8 

677 

1 

0 

i 

0S 

75,000 

10,875 

4,5C3 

12 

0 

0 

4 

6 H 

7,421 

14 


11 

0 

l 

114 

00,000 

20,250 

7,218 

12 

0 

0 

4 

104 

RjM IU 

14 

HW S 

5 

0 

2 

o ft 

1,0 5,000 

23,625 

10,218 

12 

0 

0 

5 

i*4 

jpg ? i 

ml 

ftjkk il 

4 

0 

21 

‘T<>~ 

1,20,000 

27,000 

13,218 

12 

0 

0 

5 


JJg ' i 

o 

5,364 


0 

2 

34 

1,35,000 

30,376 

16,968 

12 

0 

0 

5 

74 

jpg ! i 

6 

6,849 

0 

0 

2 

4$ 

1,50,000 

33,750 

20,718 

12 

0 

0 

5 

m 

jjjg f l 

12 

8,333 

6 

0 

2 

62 

-2,25,000 

50,625 

41,343 

12 

0 

0 

6 

m 

t \ 

ISM 

18,880 

4 

0 

2 

11* 

3,00,000 

07,500 

63,843 

12 

0 

0 

7 

0 55 

gjjg : : 

8 

32,552 

3 

0 

3 

3 >- 

4,60,000 

' 1,01,250 

1,12,693 

12 

0 

0 

7 

7A 


4 


7 

0 

4 

li 

6,00,000 

1,35,000 

1,05,093 

12 

0 

0 

8 0 r S- u - 

59,375 

B 

1,23,177 

1 

0 

4 

104 

Companies 

... 

... 

0 

3 

7-2 



0 

2 

7 


‘Note. — The allowances and abatements allowed by the United Kingdom 
Income-tax Act have not been taken into account in working out the figures 
•of United Kingdom income-tax in the table. The income-tax and surtax 
have also been assumed to be charged on the same income. The figures are 
therefore only useful as generally indicating the relative rates of taxation 
in the two countries. 


It will be observed tbat tlie Indian rate for individuals and firms 
is less than half tlie English i ate up to an income of about 31 lakhs. 
Persons with such incomes which are wholly taxed both in the 
United Kingdom and in India can, therefore, claim a refund or 
rebate of the whole of the Indian rate to be set against the English 
rate from the authorities in England and there will be no maim 
to relief in India. Tlie Indian rate for an income of 4|- lakhs is 
more than half the English rate and a person who has paid income- 
tax both in the United Kingdom and in India on this income, could 
•claim a refund from the English authorities of a sum equivalent 
to 3 annas pies per rupee on his assessed income and thereafter 
could claim from the Indian Income-tax authorities a refund of 
3-^7 pies per rupee of his assessed income. An assessee must have 
obtained relief from the authorities in the United Kingdom and 
must prove that he has done so and at what rate the relief was 
granted before any relief can be given to him in India. Eor limi- 
tation of the claims for refund see paragraph 95-A. 

It is necessary to emphasize the fact that the relief under this 
section proceeds and is based upon a comparison of the rate of tax 
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in India with the rate of tax in the United Kingdom and not of the 
comparative amounts of tax paid in either country. That is to say, 
n-hat is compared is the rate of the Indian tax paid by the claim- 
ant for the Indian year of assessment corresponding to the United 
Kingdom year of assessment in respect of the part of the claimant’s 
income liable to United Kingdom tax and not the particular 
amount of such part of his income liable to United Kingdom 
income-tax as is charged to Indian income-tax. The rate of 
Indian income-tax paid in respect of the part of the income in 
qtiestion having been ascertained, the relief from United Kingdom 
income-tax is granted on that part of the income as charged to 
United Kingdom income-tax for that year of assessment, irrespec- 
tive of the fact that the amount of the United Kingdom assessment 
may be greater or less than the amount of the Indian assessment 
for the corresponding Indian year of assessment or that, the amount 
of relief may fall short of or exceed the amount of Indian tax 
actually paid. In other words, under this system of relief no 
enquiry is made in the United Kingdom into any differences of 
basis of computation under the Indian and United Kingdom rules 
of assessment, provided that it is clear that from whatever source 
he derives the income on which he claims relief, the claimant has 
paid (for the Indian year of assessment corresponding to the 
United Kingdom year of assessment for which relief is claimed) 
Indian tax in respect of his income from that source, however that 
income may have been computed for the purposes of assessment to 
the Indian tax; and the procedure in India in determining the 
balance of relief to he given in this country proceeds in exactly 
the same way. Kor example, suppose a man resident in ihe 
United Kingdom trades in India and is liable to United Kingdom 
income-tax in respect of the profits on a three years’ average and 
to Indian income-tax on a preceding year’s basis; suppose also 
(ignoring other expenses) that the Indian Act allows as a deduc- 
tion the payment of annual interest on money borrowed which is 
not allowed in the United Kingdom, and that his profits for the 
years 1 to 4 are as follows: — 


Number, 

Profits before 
deduction 
of annual 
interest. 

Annual 

interest. 

1 

Its. 

1,00,000 

Bs. 

3,000 

2 

50,000 

6,000 

3 ... 

• » ♦ 

30,000 

2,400 

4 

70,000 

5,000 
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The United Kingdom and Indian assessments for the years 4 and 5 
are as follows : — 


Figures. 

United 

Kingdom 

assessment. 

United 
Kingdom 
rate (say). 

Indian 

assess- 

ment. 

i ... r. 

Indian 
rate (say). 


Ks. 


Rs. 


4 . . . . 

C0,000 

As. 4 

27,600 

A. 1 

5 . ... . 

• . 

’■•■■■■ ■ i 

50,000 

5s. 4 Id. 

65,000 

A. 1** 


Then relief from United Kingdom income-tax will he allowed at 1 
anna on Rs. 60,000 for the year 4 and 14$ annas on Rs. 50,000 for 
the. year 5. There will be no claim to any relief in India. 

This system of relief is one that was deliberately" adopted at the 
conference, the principle followed being summarised as follows in 
the report of the United Kingdom Royal Commission, viz . : — 

That there will be no interference either by the United Kingdom or by 
a Dominion with the basis of assessment adopted by any other part of the 
Empire, and further that the settlement should be independent of increases 
and decreases in rate of tax and alteration in the basis of assessment whether 
in the United Kingdom or in the Dominions. This intention is clearly 
illustrated by the following examples which are given in the report. 

Example T.— A, a British resident, derives a fluctuating unearned income 
directly from a Dominion whose rate of tax applied to that income is Is. 6 cl. 
in the £. A has no other income, and his rate of tax in the United Kingdom 
varies according to the amount of his income. The following figures . illus- 
trate the position : — 


— 

United Kingdom. 

Dominion. 

1st. year. 



Tax before relief • . 

£1,000 at 3s, 9(1. 

£600 at Is. 6d. 

Relief ... . , . •• , . ■ . 

£1,000 at Is. 6 d. 

Nil. 

Tax after relief . . 

£1,000 at 2s. 3d. 

£600 at Is. 6d. 

2nd year. 



Tax before relief . . ' . 

£300 at 3s. 0 d. 

£900 at Is. 6d. 

Relief , . .. . 

£300 at Is. 0 d. 

Nil. 

Tax after relief . . . 

£300 at Is.' 6 d. 

£900 at Is. 6 d. 


In this example, although it was the same description of income assessed 
each year, there were wide variations in the amounts assessed in the United 
Kingdom and in the Dominion. This might happen owing to different 
methods of computing taxable profit, and the differences are intensionally 
exaggerated to illustrate the principles to be followed. 
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Example 2 . — B is a British lesidont receiving as shareholder an income 
of £900 from a British Company C which derives the whole of its income 
from a Dominion. In the first place leliof will be given to the Company C, 
and in older to illustrate how this is done, let it be assumed that the Com- 
pany’s profits as calculated for the United Kingdom tax are £00,000, and 
as calculated for Dominion tax £50,000. Adjustment will be made to the 
Company as follows : — 


• 

United Kingdom. 

Dominion. 

Tax before relief ..... 

Rolief . 

Tax after relief ...... 

£00,000 at 0s. Od. 

£00,000 at la. Gd. 

000,000 at 4s. Gd. 

£50,000 at la. Gd. 

Nil. 

£50,000 at la. 0d. 


The Company when paying the dividend to B would deduct 4s. 6 d. in the 
£ United Kingdom tax, and intimate on the dividend warrant that the 
relief in inspect of double income-tax was Is. 6s. in the £. 

Let it ho assumed that 13 ’s dividend of £900 is his total income, so that 
his proper rate of charge to United Kingdom income-tax is 3s. 9<7. Ho has 
suffered Dominion tax to the extent of Is. 6 d. in the £, and his ultimate 
rate of United Kingdom income-tax is 2s. 3d. in the £ (3s. 9d. less Is. Gel.), 
but ho has suffered by deduction 4s. 6d. in tlio £ and ho will accordingly be 
lepaid 4s. G d. minus 2s. 3d. = 2s. 3d. in the £ on £900. 

Example 3 . — D is a British resident receiving £900 from Companj C, hut 
he has other income arising in the United Kingdom, nnd his combined rate 
of incomo-tax and super-tax is 7s. Gd. in the £. He is entitled, therefore, 
to double incomo-tax relief up to a maximum of 3s. 9 d. hut the whole of the 
Dominion tax (Is. Gd. in the £) has alrendy been allowed to the Company C, 
who deduct 4s. Gd. United Kingdom tax on payment of the dividends, and 
no further relief is duo. D will, therefoio, ho assessable in respect of the 
£900 at Is. Gd. in the £, vis., 7s. Gd. less 4s. Gd. United Kingdom tax 
deducted, and Is. Gd. Dominion tax.” 

It will be noted tbat in the table at page 229 the amount of 
relief which a company can pet under the Enplish Act is at the 
rate of 1 anna and 9'6 pies in the rupee and that the amount which 
they can claim from the Indian authorities will be at a rate of 9'4 
pies in the rupee. The reason for the comparative high rates in 
India as compared with the United Kingdom of the tax on com- 
panies is that the Indian rate includes the super-tax on companies 
while the English rate does not include the United Kingdom Cor- ' 
poration tax. At the same time it must be noted that the Indian 
rate of 2 annas and 7 pies given in the table for companies is a rate 
which in actual practice will never be reached. It includes the 1 
anna and 7 pies income-tax rate and the flat rate of 1 anna for super- 
tax; but the flat rate of 1 anna is never charged on the whole of the 
assessable income but only on the portion of the income in excess 
of Us. 50,000. The rate for the portion of the income below 
Rs. 50,000 is nil. In order to pet at the comparative rate, the tax 
paid by the company has to be divided by its total income. Thus 
in the case of a company with a profit of 1 lakh the comparative 
rate would merely be 2 annas and 1 pie while the rate in the case 
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of a company with a profit of 2 lakhs, it would merely be 2 annas 
and 4 pies. In both cases a relief of 1 anna 9‘6 pies in the rupee 
would be obtained in the United Kingdom and the balance in 
India. 

In order to obtain relief in India a claimant is required to 
•supply the official receipt for the United Kingdom income-tax 
paid, the notice of assessment in particular showing the basis on 
which the liability has been computed and a certificate of the 
Income-tax; authorities showing what relief has actually been 
granted to him in the United Kingdom. 

The following are further examples illustrating the method to 
be adopted in calculating relief due under section 49 of the Act : — 

Example 1. — A, a married man with one child, is resident in the United 
Kingdom; he has a fixed income of Rs. 10,500 fiom property in India and 
has no other income; his liability to tax is: — 


In the United Kingdom. 


Assessable income 


Less Pensonal allowance 


Dednotion for child 


Rs. A. P. 
10,500 0 0 


Rs. 3,375 


900 4,275 0 0 


In India. 


Income-tax on Rs. 
10,600 at 9 pies in the 
rupee, Rs. 492-3-0. 


Taxable incomo 

Tax on the 1st Rs. 3,750 at As. 1J in the rupee 

Tax on balanco'Rs. 2,475 at As. 3 j in the rupee 

■*Total tax (before relief in respect of Indian 
incomo-tax) ...... 


6,225 0 0 
375 0 0 
556 14 0 

931 14 0 


* For the purposes of calculating “ the appropriate rate of United Kingdom 
tax" this amount is not to be reduced by any relief granted in respect of 
any life assurance premium. 

The United Kingdom tax (Rs. 931-14-0), divided by the taxable income 
(Rs. 6,225) gives an “ appropriate rate of United Kingdom tax ” of approxi- 
mately 2 annas 4-7 pies. A has paid Indian income-tax in respect of the 
same income at a rate of 9 pies in the rupee, that is, a rate which is' less 
than half the United Kingdom rate and the relief from United Kingdom tax 
will, therefore, be a sum equal to the Indian rate on Rs. 6,585. 

Example 2 . — B is a bachelor resident in the United Kingdom with no 
dependents and has an earned income of £1,000 assessable to United King- 
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dom income-tax. He has no other income and pays income-tax in India in- 
respect of the income in question. His liability to tax is as follows : — 


United Kingdom. 


Total mcomo . 

Less earned income allowance one-sixth of £1,000 . 

Assessable income 

Less Personal allowance ...... 

Taxable income 

Tax on 1st £230 at 2s. 

Tax on balance £421 at 4s. C cl 

* Total tax (before relief in respeot of Indiammcomo-tax) 


£ s. d. 


1,000 

0 

0 

' 10G 

13 

4 

833 

0 

8 

162 

0 

0 

671 

C 

8 

25 

0 

0 

94 

14 

C 

110 

14 

6 


* For the purposes of calculating “ the appropriate rate of United 
Kingdom tax ” this amount i6 not to be reduced by any relief granted in. 
respect of life assurance premium. 

The tax (£119-14-6) divided by the taxable income (£671) gives an " appro- 
priate rate of the United Kingdom tax ” of 3s. 6-8d. or 2’85 annas in the 
rupee: Indian income-tax is payable on this income at a rato of 9 pies in 
the rupee, so that B is entitled to get relief from the United Kingdom at 
the rate of 9 pies in the rupee (that is, lid. in the pound) on £671 and there 
is no balance of relief to be given in India. 

Example 3 . — C is a company the whole profits of which are taxed both in 
the United Kingdom and in India. The Indian rate of tax paid by the 
company is 2 annas and 7 pies in the rupee while tho “ appropriate rate 
of United Kingdom tax ” for the company is 4s. 6d. in tho pound. The com- 
pany can get relief at the rate of 2/3 in the pound (or 3 ■£ annas in the rupee) 
in "the United Kingdom and on proof of payment of United Kingdom tax 
and of the grant of United Kingdom relief can claim from the Income-tax 
authorities in India the balance of relief, namely, 9 f pies in the rupee. 

Corporation profits tax paid in the United Kingdom should 
not be deducted from the income taxed in India for the purpose of 
calculating the relief claimed under section 49. 

In considering claims for relief under tins section in the case 
of companies which are assessed separately in India hut jointly 
in the United Kingdom, and one of which makes a loss and the 
other a profit, it is necessary to scrutinise the United Kingdom 
assessment to see how much of the income from each source has 
been taxed. Since one company has made a loss which has been 
alltTwed in the United Kingdom assessment, it is clear that only 
part of the Indian profits of the other company which has made 
profit has paid tax in the United Kingdom. It is only on this 
part that relief is allowable since that part only has suffered double 
taxation. 
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This section merely provides for relief from double tax where 
the same income is assessed to tax both in the United Kingdom 
and in India. It does not provide for relief in other cases. 

93-A. Relief from double tax of incomes taxed in British 
India and in the United Kingdom — Method of calculating relief 
in India. — The following method should be followed in calculating 
the “ Indian rate of tax ”, as defined in section 49 (2) (b) of the 
Indian Income-tax Act: — 

Indian super-tax is charged on the whole of the income, includ- 
ing the Ks. 50,000 that are free of super-tax, since under section 
55 of the Indian Income-tax Act, it is said to be “ charged ” in 
respect of the “ total income The result is that the first lakh 
of income 'is 'to be regarded as a single slab charged to super-tax 
at the effective rate of 6 pies in the rupee. 

Thus, for the purpose of double income-tax relief, “ doubly 
charged ” income of any* amount exceeding Ks. 50,000 can only- 
consist of either — 

(1) income liable to super-tax alone, or 

(2) income liable to both income-tax and super-tax, or 

(3) (a) income liable to both income-tax and super-tax and 

(6) income liable to super-tax alone, 

?.e., there can at most be only two slabs. There can be no 
part liable to income-tax alone since no income is exempt from, 
super-tax alone. The whole or a part of the income will, of 
course, be liable to super-tax alone if the whole or any part of 
the income is exempt from income-tax but not from super-tax. 
The relief should be calculated separately on each of the two> 
slabs just mentioned. 

This method is that followed by Somerset House. 

94. Relief from double tax of incomes taxed in British India 
and in the United Kingdom — Procedure. — The following proce- 
dure should be followed for the grant of relief in respect of double 
taxation in India and in the United Kingdom: — 

When during an assessment it is known that an assessee will be 
entitled to relief on account of double taxation on any part of his 
income, the amount of the relief may be calculated by the Income- 
tax Officer so far as is possible, and the assessee may be allowed 
to pay the demand in two instalments, the second of which will 
represent the amount of relief calculated to be due. The date of 
the first instalment will be that ordinarily fixed for the payment 
of a demand of income-tax, while the second will be payable two 
or, if possible, three or four months from the date of the notice of 
demand. If the assessee produces the necessary British certificates 
and establishes his claim to relief under, section 49 of the Indian 
Income-tax Act, 1922, the demand for the second instalment should 
be modified by cancellation or reduction or, if the relief is greater 
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than tlie second instalment and the first instalment has heen paid, 
a refund should he granted. 

95. Relief from double tax of incomes taxed in British India 
and in Indian States . — Arrangements have also heen made with 
several Indian States, which levy income-tax, for the grant of 
relief from the payment of double income-tax of incomes which 
are taxed both in any of these Indian States and in British 
India. Relief is granted in British India at a rate equal to half 
the Indian State rate subject to a maximum of half the British 
Indian rate. The State will grant relief at a rate equal to half 
its rate of tax. The following is a copy of the Notification pre- 
scribing the procediire to be followed by persons claiming relief 
from the payment of double income-tax: — 


EINANCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. 25, dated the 1st July 1026 (as subsequently 

amended ). 

In exercise of the powers conferred by section 60 of the Indian 
Income-tax Act, 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in respect 
of income-tax, in favour of income on which income-tax has been 
charged both in British India and in one of the Indian States 
referred to in the schedule to this notification (hereinafter called 
the said schedule), namely: — 

1. In this notification — 

(a) the expression “ State income-tax ” means income-tax and 

super-tax charged in accordance with the provisions of 
the law relating to income-tax for the time being in 
force in the State concerned; 

(b) the expression “ State rate of tax ” means the amount of 

State income-tax divided by the amo\mt of the larger 
of the two incomes on which income-tax and s\iper-tax 
respectively have been charged by the State; and 

(c) the expressions “ Indian income-tax ” and “ Indian rate 

of tax ” have the same meanings as in clauses (a) and 
( b ), respectively, of section 49 (2) of the Act. 

2. If any person who has paid Indian income-tax for any year 
on any part of his income proves to the satisfaction of the Income- 
tax Officer that he has at any time paid State income-tax in respect 
of the same part of his income, he shall be entitled to the refund 
of a sum calculated on that part of his income at a rate eqxial to 
half the State rate of tax; provided that the rate at which the 
refund shall be given shall not exceed one-half of the Indian rote 
•of tax. 

3. Every application for refund of income-tax under this noti- 
fication shall be made to the Income-tax Officer of the district in 
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which the applicant is chargeable directly to income-tax or if he is 
not chargeable directly to income-tax, to the Income-tax Officer 
for the district in which the applicant ordinarily resides, or 11 he 
is not resident in British India — 

(?) to the Income-tax Officer of the district or area in which 
he was last charged directly to income-tax when so 
resident, or 

(?’?') if he has never been so resident, to the Income-tax Officer 
' of the district or area where the income-tax for the 
refund of which application is made was deducted. 

Such application may be presented by the applicant in person or by 
a duly authorised agent or may be sent by post, and shall be in 
the following form: — 


Applications for relief from double income-tax 'under Notification 
No. 25, dated, the 1st July 1926. 


I, of 

have paid (name of State) State 

1 ' 1 incomo-tax and stipor-tax 

to Bs. for the year ending 19 on an * income of Its 


do hereby state that I 

income-tax amounting 


incomo-tax 


Of B.8. 


and that Indian . 

income-tax and Bupcr-tax 

also been paid on tho Bnmo in00ine * 


has 


now 


part of tho eamo income amounting to Rs. 

pray for relief at the rate of amounting to 

Bs. ^ under Notification No. 25, dated the 1st July 

1926, to which I am entitled. My income from all sources to which 

•this Notification applies during the “ previous year ” ending on 

the 19 , amounted to Us. 

only — see Return of income . atto o ll c lL — 

already submitted 


Signature 


f hereby declare that what is stated herein is correct. 


Dated 


Signature 

19 . 


AT IV cla » m tp aT jy refund of Indian income-tax under this. 
Notification shall be allowed unless it is made within one year from 
the last day of the year m which such tax or the State income-tax 
was recovered, whichever is later. 


* "Where tho income 
that on which super-tax- 


on which incomo-tax has boon charged differs from- 
lias been charged both amounts must bo specified. 
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Schedule. 

1. Baroda. Central Provinces. 


Madras States Agency. 

13. B aster. 

14. Ranker, 

2. Travaneore. 

15. Raigarh. 

Central India Agency. 

16. Jashpur. 

IT. Sarangark. 

' 3. Dhar. 

18. Makrai. 

Punjab States Agency. 

19. Kawardha. 

20. Khairagarh. 

4. Patiala. 

21. Korea. 

5. Bahawalpur. 

22. Nandgaon. 

6. Jind. 

23. Ohhuikhadan. 

7 . Kapurthala. 


8. Loharu. 

Bihar and Orissa. 

S-A. Maler Kotla. 

24. Mayurbhanj. 

S-B. Mandi. 

24 A. Patna. 

Bombay. 

24B. Sonpur. 

240. Kalahandi. 

9. Sachin. 

24D. Rairakhol. 

10. Akalkot. 

24E. Baudh. 

11. Phaltan. 

11-A. Chhota Udepur. , 

Punjab. 

11-B. Ramdurg. 

25. Baghat. 


United Provinces. 

12. Benares. 

95-A. Limitation of claims for refund. ( Section 50.) — Claims 
for refund are admissible if made within 12 months from the last 
day of the year in which the tax was recovered or before the last 
day of the finan cial yeaT commencing afte r the expiry of the 
' rr ~pi'evious year' ,, ~as "defined in section lS (ii)\ of the Act in which 
the income arose on which the tax was recovered, whichever period 
may expire later. This limitation applies also to refunds of 
double income-tax (section 49). The date of recovery in this 
case is, of course, the date of recovery of the tax in India. 
Since however there is often very great delay in settling assess- 
ments and claims to relief in the United Kingdom, provisional 
claims for double income-tax relief unsupported by proof that 
relief has actually been obtained in, the United Kingdom may 
be accepted if presented within the limitation period if the 
assessee definitely undertakes to produce such proof as soon as 
relief in the United Kingdom has actually been obtained. ‘When 
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this undertaking is punctually fulfilled the claim may be treated 
as one presented in due time. Claims to refund under section 49 
may also be admitted after tbe expiry of the prescribed period, if 
the applicant satisfies the Commissioner, or an Assistant Com- 
missioner specially empowered in this behalf, that he had sufficient 
■cause for not making the claim within the period. 

This section should be interpreted as illustrated below in deal- 
ing with claims for refund of tax on dividends. Taking the case 
of a shareholder in a company which declares a dividend in 
January 1929, if he is directly assessed and is a person who does 
not keep accounts, or whose “ previous year ” is the income-tax 
year, an adjustment can be made whenever he is assessed in the 
income-tax year April 1929 to March 1930, while an application 
for a refund can also be entertained at any time up to 31st 
- 10 - 3 4 . If he keeps accounts and his “ previous year ,? 
runs, say, from October to September, an adjustment can be made 
in the course of assessment during the financial year 1930-31. 
An application for refund can also be entertained up to 31st 
March 1931. Where the shareholder keeps accounts on the 
cash basis, the relevant date is the date of receipt and not the 
date of declaration, and the foregoing instructions have to be 
read subject to this modification. 

96. Prosecution for offences . — (See also paragraph 68.) Pro- 
secution of assessees for offences under sections 51 and 52 cannot 

, be commenced except at the instance of an Assistant Commissioner 
and the Assistant Commissioner is, under section 53, empowered 
to stay any such proceedings or compound any such offence. The 
power of compounding an offence is one that can be exercised not 
only after proceedings have been commenced, but before proceed- 
ings are instituted at all. 

97. Income-tax records to be hej>t confidential. ( Section 64.) 
— While the Act of 1918 merely penalised the disclosure by a 
public servant of the particulars contained in any statement or 
return furnished tinder the Act, section 54 further penalises the 
disclosure of any particulars contained in any accounts or docu- 
ments produced under the Act or in any evidence given or deposi- 
tion made in the course of proceedings under the Act or in any 
record of an assessment proceeding or proceedings for recovery of 
a demand, and- debars the Courts from requiring public servants 
to produce income-tax records or to give evidence respecting the 
same. 

The provisos to sub-section (2) contain provisions stating in 
what' particular cases information may be disclosed. The effect 
•of the provisions is that information obtained in connection with 
the assessment of incomes and recovery of the tax may be dis- 
closed by public servants to such persons only as act in the execu- 
tion of the Act and where it may be necessary to disclose the same 
to them for the purposes of the Act, or in order to, or in the course 
of, a prosecution for perjury committed in connection with pro- 
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ceedings under the Act. The production before a Court of any 
document, declaration or affidavit filed, or the record of any state-; 
ment'or deposition made in a proceeding under section 26-A-, or 
the giving of evidence by a public servant in respect thereof is 
also not- prohibited. Proviso ( c ) was inserted mainly for the 
purpose of extending the protection to every action of a public 
servant in pursuance of the provisions of the Act or the rules such 
as the service of a notice by affixture. Apart from these parti- 
cular cases it is essential that all records should be kept strictly 
confidential, and, in particular, the practice in certain provinces 
of furnishing information to local authorities, who impose a tax 
on “ circumstances and property ” or a local income-tax, of the 
details of assessment made by the income-tax authorities must 
cease. This prohibition applies equally to furnishing such infor- 
mation to other Government departments. 

Por the meaning of the phrase “ public servant ” see para- 
graph 9. 

98. Super-tax . — The provisions of the Act regarding income-., 
tax other than those specially excepted in section 58 apply also tc 
super-tax which is merely, as stated in section 55, “ an additional 
duty of income-tax ”. Super-tax is levied at the , rates specified in 
the Finance Act (at the end of Part I of this Manual). 

The super-tax on companies is levied at a flat rate on the whole 
of the profits of a company. This tax on companies, which takes, 
the place of the tax formerly levied at a graded scale of rates on 
the “ undistributed profits ” of a company, is levied on the com- 
pany as such on account of the special privileges which companies 
enjoy by statute in the shape of corporate finance and limited 
liability, bfo refund on account of super-tax on companies is, 
therefore, allowed to shareholders. 

Apart from the tax on companies which stands in a class , by 
itself, super-tax is levied on a scale of graduated rates. While in 
the case of income-tax the different rates are applied to the whole 
of an assessee’s income, the/different rates of super-tax are levied 
on successive “ slices ” of income, i.e. ? on the portions of an 
assessee’s income in excess of certain limits or the portions lying' 
between certain limits. " - ' " .. . 

Hindu- . undivided families are ; treated for. purposes of super- 
tax, as for income-tax purposes, ns separate assessees. - 

Unregistered firms are also treated as separate assessees. 
Where, however, an ■ unregistered firm . itself is not . assessed to 
super-tax ( e.g ., if its assessable profits are less than Rs. 50,000), 
in that case only is the income which any individual member of an 
unregistered firm receives from the. firm included in his total 
income for super-tax. 

Registered firms are not assessed to super-tax, but the shares 
of partners in registered firms are included in the: total income of 
the individual partners on which super-tax is levied and similarly 
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the dividends of shareholders received from companies are includ- 
ed in the individual income of those shareholders. 

The tax is leveid on “ total income ” and “ total income ” in 
.all cases means exactly the same thing as total income calculated 
for income-tax purposes with the solitary exception that where an 
unregistered firm is itself assessed to super-tax, the share of the 
profits of a member of the unregistered firm is excluded from his 
total income for super-tax purposes. 

99. Deduction of super-tax at the source . — One of the excep- 
tions to the general rule that super-tax is not- deducted at the 
source is that provided for in section 57. That provision is 
rendered necessary owing to the difficulty of obtaining super-tax 
from non-residents. Section 57 (1) provides that in order to 
recover super-tax from the share of the profits of a partner in a 
registered firm, who is not resident in British India, the resident 
partners are themselves jointly and severally liable to pay the 
super-tax due from the non-resident in respect of this share. 
Sub-section ( 2 ) authorises an Income-tax Officer to require the 
principal officer of a company to deduct super-tax at the rate 
determined by him from the dividends payable to a non-resident 
shareholder whose total income is expected to exceed the minimum 
amount liable to super-tax even if the amount of the dividend or 
dividends payable with the income-tax thereon does not by itself 
•exceed the minimum liable to super-tax. This rate must be the 
effective or average rate of super-tax; that is to say, first the total 
amount of super-tax due on the total income must be calculated. 
Then the rate is to be' arrived at by dividing this total super-tax 
by the total income. That rate is to be notified to all persons 
paying dividends and they -should be required* to deduct super-tax 
at that rate from whatever dividends they pay. Sub-section > ( 2 ) 
should not ordinarily be resorted to where the non-resident share- 
holder has a duly authorised agent in India to whom his dividends 
are paid and through whom he can be assessed to super-tax in the 
ordinary way under section 43 of the Act. But sub-section (2) 
should be employed where special circumstances render it neces- 
sary — for example where a non-resident has resorted to -some 
device by which proceedings under section 43 have been rendered 
infructuous. Any such case should be reported by the Income- 
tax Officer concerned through the Assistant Commissioner -to the 
Commissioner of Income-tax whose orders should be taken before 
proceeding under the new section 57 (2). Sub-section (3) makes 
the principal officer of a company liable to deduct any Buper-tax 
due on dividends payable to a shareholder whom he has no reason 
to believe to be resident in British India. The liability merely 
attaches where the amount of the profits or dividends payable to the 
non-resident partner or shareholder together, with the amount oi 
any income-tax payable by the company in respect thereof is, taken 
by itself, liable to super-tax on the assumption that it represents 
the whole income of the non-resident partner or shareholder. 
Jt should be- observed that if for example dividends are paid kalf- 
INCOME-TAX £ 
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yearly and tlie combined amount of tlie two payments in any year 
and tlie income-tax tliereon exceeds tbe minimum liable to super- 
tax though tbe first payment including tbe income-tax on it taken 
by itself does not exceed it, tbe principal officer is bound to deduct 
tbe super-tax on sucb excess from tbe second payment. Tbe Act 
does not require tbe resident partner or tbe principal officer to 
obtain from tbe non-resident partner or shareholder a statement 
of any other income that may accrue to him in British India. 
Where there is reason to believe that there is sucb other income it 
will be necessary to rely on tbe provisions of sections 42 and 42 
of tbe Act or sub-section (2) of section 57. In tbe case of com- 
panies tbe obligation to deduct applies only to dividends, and does 
not apply to other sums which a non-resident may receive from 
the company by way of tbe interest on debentures or remuneration 
sucb as director’s fees. If tbe non-resident is himself assessed 
through an agent, sub-section (4) provides that tbe amount deduct- 
ed at tbe source in this manner shall be taken into account in 
determining the amount payable by him in respect of any other 
income. 1 

In tbe case of registered firms it should in most cases be possible 
to .treat tbe person who registered tbe firm as tbe agent of tbe non- 
resident partner and to require him co disclose the whole income 
accniing rn India to sucb non-resident. 

Another exception to tbe general rule that super-tax is not 
deducted at source is provided in section 58-H in respect of an 
employee’s total income as determined under section 58- J (3). 

100. 'Super-tax — Deduction at source from dividends of non- 
resident sTiareholders. \_Seciion 57 (3).] Sometimes large blocks 
of shares are registered in the names of banks, and held by them 
on behalf of the real' owners for various reasons, tbougb tbe banks 
have no proprietary or beneficial interest therein. The aggregate 
dividends on a block of shares in a single company thus held by 
a bank may exceed tbe maximum amount exempt from super-tax, 
tbougb the dividends payable to some or all of tbe real owners 
individually may not exceed that amount. In sucb circumstances, 
super-tax should not be deducted at source from tbe dividends 
payable to tbe bank irrespective of tbe liability of tbe several real 
owners of the shares. If therefore, a bank in such circumstances 
furnishes tile Income-tax Officer assessing tbe company from time 
to time with a list giving tbe names and addresses of tbe real 
owners of tbe shares and the number of shares held by each, the 
Income-tax Officer Will inform tbe principal officer of the com- 
pany, under sub-section ( 2 ) of section 57, of the rate of super-tax 
to be dedticted in respect of tbe dividends payable to tbe bank, or 
that no super-tax is to be deducted therefrom, as tbe case may- 
be' having regard to tbe liability of tbe individual shareholders. 

ICji. Rides.-— Rules made under' seption 59 of the Act by tbe 
Central Board Of Bevenue are contained in Part II of this Yolume,. 
With the’ exception of the rules fifst made under tbe Act, the 
power to make rules is/ .under section 59 (3), subject to the condi- 
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tion of “ previous publication ”y The meaning' of tlie ^phrase 
“subject to the 'condition of 'previous publication 1 ’ is given in 
section 23 of tbe General’ Clauses Act (Act X of 189 1 ), viz. : 

... “-Where, by any Act of the .Go.vernor-General ,in Council or Regulation, a 
power , to make rules or. 'bye-laws is, expressed to be given subject to the con- 
dition of the rules or bye-laws being made after previous publication, then 
the 'following -provisions shall apply namely : — . 

•■ ; (1) the authority having power to; make the rules or bye-laws shall before 
making them publish a draft of the proposed rules or bye-laws for the infor- 
mation; of .persons .likely to be affected thereby; ■ 

(2) the publication shall be made in such manner, as that authority deeips 

to be' su&cient; ; ; 4 . . r i 

(3) ‘■there' shall he published with the draft a notice specifying a date on 
or after which the draft will be taken' into consideration; 

‘ (4) the authority having power to ‘make the rules or bye-laws, shall consider 

•feny objection or' ‘suggestion ; which may be received by the authority; having 
power to imake ; the -rules or bye-laws from- any person with respect to the 
draft before the date so specified; ,, • 

* , (5) the publication in the .Gazette of fl. rule or bye-law. .purporting fu have 
been made in, exercise of a power \o . make rules or, bye-laws after .previous 
publication shall, be conclusive proof that the rule or . bye-law has been. duly 
made.” “ '• ■' ‘ 

102 . Composition not permissible.— The provision in . previous 
Acts that allowed a system of composition of assessment and 
•enabled tbe income-tax Officer under specified conditions to enter 
into compositions with assessees has been omitted from the present 
Act. ; No' cOniposition of assessmekt can,; therefore, now he made 
although any composition entered into before the present Act -citme 
into force imist he given effect to for the period for which the 
agreement was made. : ’ 

; 103 . Assessment of income-tax on married, women.— Altipiigli 
there, is no specific provision to this effect in the Act, a married 
woman is chargeable as, if : •unmarried, and has . to be separately 
assessed in -respect of her separate income. , V 

. Pensions received from ; funds such as the Indian Military 
Service Family Pension Fund by" a widow on account of her chil- 
dren, and on account of herself are distinct and- separate from one 
another. The pension of a minor orphan paid to his or her mother 
or a duly appointed or recognised guardian should not he included 
in tlie taxable income of the mother or guardian for the purposes 
-of income-tax assessment. 

104 . Method of serving notices or requisitions. — Under section 
93 of the Act a notice or requisition may he served either by p;ost 
or in any manner provided for the service of summons under the 
■Code of Civil Procedure. The words “ hy post ” under section 27 
of the General Clauses Act, X of 1897, mean “hy registered 

p° s{ a, ; . T'l 

Section 63 (2) specially provides that in the case of firms or 
Hindu undivided families a notice or requisition, may be addressed 
to any member of tbe firm or .to the manager or any other male 
member of the family; . ■- - - ., ,, ; . , . - 

it 2 
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105. The determination of the Income-tax Officer by whom an 
assessment is to be made. — -While for the reasons given in. para- 
graph .24 every Income-tax Officer is, under , section 64 (4), vested 
with all tbe powers conferred by or under the Act on an Income- 
tax Officer in respect of any income, profits or gainB accruing or 
arising or received within the area for which he is appointed, the 
question of the Income-tax Officer by whom a particular assessee 
is to be assessed has to be determined in accordance with the pro- 
visions of sub-sections ( 1 ) to (3) of section 64. Under those provi- 
sions, if an assessee carries on business, lie has to be assessed by tho 
Income-tax Officer of the area in which his principal place of 
business is situate; in all other cases an assessee has to be assessed 
by the Income-tax Officer of the area in which he resides. Where 
there is any doubt or dispute on any such question, the question 
is to be finally determined by the Commissioner of the province 
in which the areas are situate. Where the areas are situate in 
more than one province, the question is to be determined by the 
Commissioners of the provinces concerned in consultation, and 
where two Commissioners are not in agreement, the question will 
be detennined by the Central Board of Revenue. In all cases of 
dispute, howev.er, before any such question is determined, the 
assesses’ must he given an opportunity of representing his views. 

If an : assessee whom an Income-tax Officer is seeking to assess 
challenges his jurisdiction on the ground that the assessee’s prin- 
cipal place of business or residence .is in a different income-tax 
circle, the Income-tax ; Officer should at once report the case to the 
Commissioner for orders. Even if the Income-tax Officers of the 
various circles concerned are in agreement as to the proper place 
of assessment, they are not competent to decide finally where the 
assessment should: be made unless the assessee acquisces in their 
decision. If he disputes it and the alternative places of assess- 
ment are all* in the same Province, the Commissioner of Income- 
tax of that Province can finally determine the place of assessment. 
If alternative places of assessment • are not situated in the same 
Province, lit is not necessary for the Commissioners to refer the 
case to the Central Board of Revenue, unless they hold different 
views. . - • ' ■ U 

It is not necessary for an assessee who disputes the jurisdiction 
of the Income-tax Officer either to move the Commissioner himself 
or to ask the Income-tax Officer to do so. Whatever the assessee 
does or proposes to do, therefore, the Income-tax Officer should 
take the Commissioner’s orders at once whenever his jurisdiction 
is challenged. ' .. .. 

As the question of jurisdiction must be decided before any 
assessment can be made, the Income-tax Officers and Commis- 
sioners should deal with all questions arising under section 64 as 
expeditiously as possible. ' 

106. Reference to High Court. (Section 66.) — Under the Act 
of 1918 a reference to the High Court on a question of law might 
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be made only if tlie liead of tbe income-tax department in a pro- 
vince saw fit. He was not required to make any such, reference on 
tbe application of an assessee if satisfied that tbe application wa«r , 
frivolous or that a reference was unnecessary. Under section •fitT'” 
of tbe Act, tbe Commissioner of Income-tax bas no longer power 
to withhold a reference on these grounds but is required to state a 
case to tbe High Court on tbe application of an assessee. In order 
to provide against frivolous or unnecessary applications, sub- 
section (2) requires that every such application shall be accom- 
panied by a fee of Us. 100 or such lesser sum as may be prescribed 
by rule made by tbe Central Board of Revenue (no lesser sum bas 
yet been prescribed). In order to safeguard tbe revenue, sub- 
section (7) provides that tbe fact that a case bas been stated to tbe 
High Court shall in no way stop tbe collection of tbe tax from tbe 
assessee. , , 

An application for a reference to tbe High Court can only be 
made after an appeal to tbe Assistant Commissioner under section 
31 or an appeal under section 32 to tbe Commissioner or a refer- 
ence to a Board of Referees under section 33A bas been disposed 
of. An assessee must therefore exhaust bis remedies of appeal 
to tbe income-tax authorities before requiring a reference to the 
High Court. As it is desirable that questions of principle should, 
so far as possible, be settled by the revenue authorities, tbe 
proviso to sub-section ( 2 ) provides that if on receipt of such an 
application the Commissioner is himself prepared to give a ruling 
in favour of tbe assessee on tbe point of law raised, tbe applicant 
may withdraw bis application for a reference to the High Court 
in which event tbe fee paid shall be refunded. 

Ho refund should however be made in cases in which Commis- 
sioner refuses to state a case to tbe High Court as under tbe sub- 
stantive part of section 66 (2) it is tbe making of an application 
for a reference to tbe High Court' which involves tbe liability to 
pay tbe fee, and such liability therefore arises irrespectively of 
whether such reference is or is not made. Tbe refund of fee, 
except in tbe circumstances specified in tbe proviso to section 66 
(2), is therefore not warranted by tbe Act. 

Ho reference may be made to tbe High Court on a question of 
fact. Tbe Commissioner, under these provisions, may therefore, 
only withhold an application for a reference to the High Court if 
be considers that a point of law is not involved. If be does with- 
hold it on that ground, tbe applicant under sub-section [3) may 
apply to tbe High Court, within six months from tbe date on 
which be is served with notice of tbe refusal to make a reference 
for a mandamus 'requiring tbe Commissioner to state a case, and if 
tbe High Court issues such a requisition, tbe Commissioner must 
state a case. 

Tbe Commissioner retains tbe power to state a case to tbe Hi gh 
Court on bis own motion or on a reference from any income-tax 
authority subordinate to bim. Ho authority other than tbe Com- 
missioner is authorised to state a case for the High Court. 
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times claimed by insurance companies, 

during a particular year of asses • ^ ^ tllc previous valua- 
obvious. Tlie method of asse , 1 mmnanies wish to emjoy, 

Cion is itself a concession which ■ „ “"to V a Ini, seine,, l £ 

ibey must take as a whole. Ji theie uen 


„ appeal lies io the I’riiy Council from 
j jaaguienf oi Hie High Com I ddiveied in a leleience under 
section GG if the lligli Couit certilies that (lie case is a lit one lor 
appeal. 

106-A. Computation of periods of li nutation. ( Section 67-A). 
— In computing the peiiod of limitation presenbed lor an appeal 
under section 30 or 32 or for an application under section 6b, the 
day on which the order complained of was made and the time 
lequisite for obtaining a copy of such order shall be excluded. 
The application or appeal must however be filed not later than the 
last day of the peiiod of 30 oi GO days, as the case may be, so 
computed. 

Under section 21, the return must be filed on or before the 30th 
April. Under section 22 (2), if notice is leceived on May lsl, and 
the time specified in the notice is thirty days, the leturn must be 
made at least on May 31st. Cases under section 66 (3) aie lor the 
High Court to deal with. 

107. Assessment of insurance companies .• — Under section 59 
(2) ( u ) special rules have been made prescribing the manner in 
■which and the procedure by which, income, profits and gains shall 
be arrived at in the case of insuiance companies. The iuies so 
made are iuies 25 to 32 while rule 35 deals with the particular case 
ol non-resident companies. 

Under these rules the income, profits and gains of life assur- 
ance companies incorporated in ifritish India are dele; mined by 
talcing the annual average oi the total profits disclosed by the last 
actuarial valuation adding thereto any deductions made fiom tho 
gross income in arriving at the actual ial valuation which aie not 
admissible under the Income-tax Act and adding also any Indian 
income-tax deducted from or paid on income derived from invest- 
ments before such income is received. If the Indian income-tax 
deducted at the source from interest on investments exceeds the 
tax on profits thus calculated, a refund is permitted of the amount 
by which the deduction from interest on investments exceeds the 
tax payable on profits. The same provisions under rule 26 apply 
also to the determination of the income, profits and gains derived 
bom the annuity and capital redemption business of life assurance 
companies, Iho profits of which can be ascertained iiom Ihe results 
ot an actuarial valuation. 

■For tho purpose of refund in such cases it is ihe annual average 
of the tax deducted from the interest on the* company’s invest- 
ments at the source that is to be taken and not, as has been some- 

Covt ectioii List No. 1. 
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adjustment with reference to any of the transactions in the current 
actuarial period, this would have to be made after the period was 
closed with reference to the transactions of the company as a 
whole during that period, but this course would obviously not be 
suitable as it would mean very long deferred adjustments. 

In other classes of insurance business (fire, marine, motor car, 
burglary, etc.), an annual calculation of profits is practicable, and 
rule 29 provides in the case of those particular businesses for the 
method of treating sums placed by companies carrying on some or 
all of these branches of insurance business to reserves for unexpired 
risks. The reasons underlying the concession granted in this rule 
should be carefully noted. The profits derived, for instance, by a 
Fire Insurance Company from the premia which it receives cannot 
be finally determined until the policies issued in return for the 
premia have expired and the risks to the company thereunder hare 
terminated, and, as the periods during which the risks endure will 
not ordinarily coincide with the period on which the assessment to 
income-tax is based, it is necessary to frame some estimate of the 
expenditure which the company will be called upon to incur owing" 
to the fact that the risks covered by its premium income in the year 
of assessment have not entirely ceased. With proper safeguards 
to prevent manipulation of the accounts, this estimate can equit- 
ably be made by treating sums placed by insurance companies 
carrying on these classes of business to their reserves for un- 
expired risks as expenditure incurred solely for the purpose of 
earning the profits of the business. And where, as not infrequent- 
ly occurs, the reserve is divided into two parts of which the first 
is intended ( to coyer normal unexpired risks and is generally 
reckoned at a fixed percentage of the premiums, and the second 
is intended to cover exceptional losses from widespread calamities, 
the rule allows this treatment to additions to both parts of the 
reserve. The safeguards against abuse which the rule imposes 
are as follows: — 

(1) All sums on account of unexpired risks, which a company 

wishes to have treated as expenditure for income-tax 
or super-tax purposes, must actually be credited to a 
Fund in the accounts of the company; 

(2) They must also be specificalty appropriated to meet liabi- 

lities under existing contracts; and 

(3) The contracts must be with policy-holders. 

The only other fund established by insurance companies for 
which special provision is made in the rules (Rule 30) is the In- 
vestment Reserve Fund. Amounts actually credited by an in- 
surance company of any kind in the ordinary accounts of its 
business for the accounting period to its Investment Reserve Fund 
for the purpose of meeting depreciation in the value of its securi- 
ties can be treated as expenditure incurred for the purpose of 
earning the profits of the business in determining the taxable 
income of the insurance company in that year. The reasons for 
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tliis departure from the general rule that reserves^ are not allowed 
as a business expense are as follows:— In the first place it may 
be noted that these adjustments are not optional the company is 
required to make them in order to ensxire that its assets are not 
overstated in the valuation. The transfer of sums by a Life 
Assurance Company to Investment Reserve Fund differs, more- 
over, essentially from the placing of amounts to reserve by a bank 
or ordinary commercial company, either for the purpose of extend- 
ing its business, or for the provision of additional working capital: 
the sums thus placed to reserve are practically speaking composed 
of undistributed profits. There is also a substantial difference 
between this transaction on the part of an insurance company, and 
that by which a bank writes off the depreciation of the securities 
which it holds. A bank meets depreciation by reducing its 
Reserve Fund : a Life Insurance Company meets it by reducing 
its Life Assurance Funds, and this reduction may be made either 
by writing down its assets or by leaving the assets unaltered, 
and setting up as a liability an Investment Reserve Fund equal 
to the depreciation. The latter course is usually adopted: but 
in both cases the depreciation is a loss, and to tax the amount of 
depreciation would lead to the anomalous result that the greater 
the loss to the company the greater wnuld be the amount which 
it is required' to place to its Investment Reserve Fund, and con- 
sequently the greater the tax it wnuld have to pay. 

On the other hand, should the accounts show a credit for 
“ appreciation ” of assets, rule 30 provides for such appreciation 
being taxed. The words “ as has , been otherwise taken into 
account” in the latter portion of rule 30 mean “ having been 
carried to the Life Assurance Fund or otherwise taken into ac- 
count ”. • ’’ ■ • ' I'/;; ;■ ^ 

The reason for. the rise of the word ** may ”, instead .of “ shall.” 
in rules 27, 29 and 30 is that while the concessions conferred by 
these rules should be granted as a general practice the income-tax 
authorities retain a discretion to' refuse them where the conces- 
sions have been abused. • ;; r : 

Companies carrying oh Dividing Society or Assessment busi- 
ness are in a different position to the insurance companies proper 
in that they have not to build 1 up funds similar to the Life Assur- 
ance Fund of ordinary Life Assurance business, and their profits 
are not ordinarily ascertainable by actuarial valuation. It is neces- 
sary, therefore, to fix some arbitrary method of determining the 
taxable income of companies .transacting these kinds of business, 
and under rule 31 this is done by taking 15 per cent, of the pre- 
mium income in the “ previous year ”. 
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INDEX TO INCOME-TAX MANUAL. 

Abatements. (See Allowances — Exemptions.) 

Abu, District of, application of the Act to . . P. 1. 1 

Abwabs P. 2. 

Accounting method, for calculating assessable in- 
come . . . . S. 10 (3), 13, P. 13, 37;, 

38. 

change of, Income-tax Officer 
may sanction . . . P. 38. 

Income-tax Officer’s discre- 
tion in regard to method : P. 38. 

Accounting period, for determining assessable in- 
come (see “ Previous year ”) S. 2 (71), 3, P. 6, 14. 

Accounts, failure by assessee to produce when 
called for, assessment how to be made 
in such cases . . . . ; S. 23 (4), P. 69, 70. 

procedure when failure not wilful, ' < ” ‘ « •' 

fresh assessment to be made . S. 27, P. 67. 1 

prosecution for failure . . . S. 51 ( d ), P. 69. 

right of appeal forfeited . . S. 30 (1), Pro\ . P. 69. 

Income-tax Officer’s power to call for, 
issue of notice . . . . S. 22 (4), P. 69. 

restriction on ..... S. 22 (4), Prov., P. 69. 
Adjustment, system abolished . . . . P. 14. 

» , under section 19 of Act VII, 1918 . S. 68, Prov., P.' 14. 

Administrator-General, liability of, for tax due by 

beneficiary . , . S. 41, P. 85. 

Advances of pay to Government Officer, exempt . P. 25. 

Agency, interpretation of . . . . . S. 42, 43, P. 87 (3). 

Agency rules . . . . r ., P. 24 (2), 

Agent, of non-resident, includes person treated 
as such by Income-tax Officer, after 
notice ...... S. 43, P.87. 

Agents, assessable on behalf of non-residents . S. 40, 42 (1), P. 15, 53> 

86, 87. 

Agricultural income. (See Indigo, Sugar and Tea) 

defined . . . . S. 2 (1), P. 2. 

exempt . . .' ' . S. 4 (3) ( viii ). P. 2. 



2 


Agricultural income — contd. 

, exemption not applicable 

to income from agriculture 
abroad . . . . S. 2 ( 1 ), P. 2. 

forest or trees — income 
derived from, when not 
liable . . ' . . P. 2. 

income partly derived from 
agriculture, assessment of . It. 23, 24, P. 
power of Central Board of 
Revenue to make rules 
for assessment of . S. 59 (2) (a) 

Agricultural produce, market value of . . . R. 24. 

sale of raw, by cultivator 

etc., income from, exempt. P. 2. 

Air Force, wound and injury pensions exempt . P. 17 (29), (30). 

Allowance, benefit or perquisite, special, exempt . S. 4 (3) (vi), P. 22. 

Allowances, liouse-rent, when exempt . . . P. 22. 

Allowances, inadmissible. (See Deductions from 

taxable income). 

Allowances, in assessing business income, admis- 
sible— , 

animals, dead or useless . . . . S. 10 (2) (viia), P. 47- A. 

auditing of accounts, expenditure on, when , 

admissible . . . ' . . P. 49. 

bad debts (see ‘ Bad debts’), 
bonus or commission paid to an employee, 

when admissible . . . . S. 10 (2) (viiia), P. 48-A* 

bonus paid to employes, when admis- 
sible ' S. 10 (2) (viiia), P. 48-A. 

borrowed capital, interest on . . S. 10 (2) (Hi), P. 44. 

business taxed for the first time — 

Accumulated depreciation to be , 

allowed year by year . . . P. 46. 

debentures, interest on . . . P. 44. 

depreciation onbuildings, machinery, plant 

or furniture, etc S. 10 (2) (vi), P. 46 

R. 8-9. 

excess of over profits, how to be 

adjusted S. 10 (2) (vi), P. 46. 

depreciation, etc. — 

plant below ground . . . P. 46. 

rent free residences . . . P. 46. 

embezzlement by employee . . . P. 49. 
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Allowances, in assessing business income, admis- " • r t “ 
sible — contd. 

insurance against loss of profits, pre- 
•mium, when admissible . . . P. 45. 

insurance of buildings, etc. . . S. 10 ( 2 ) (iv), P. 45. 

irrecoverable loans (see Bad debts). 

land revenue, local and municipal taxes S. 10 (2) (viii), P. 48, 53. 

local rate or tax not dependent on 
profits . . . . . . P. 48, 53. 

obsolescence of machinery, etc. . . S. 10 (2) (mi), P. 47. 

partners’ capital, interest on, when ad- 
missible P. 44. • 

pensions to ex-employees . . . P. 49. 

provident funds, (see major head 
“ Provident Funds ”). 

railway or tramway (other than electric 
tramway) — allowances — depreciation, > 

obsolescence, repairs — actual ex- 
penditure — option to substitute . P. 18, 46. 

(religious, charitable and educational 
purposes, sums received for and spent 
on, not taxable . . . . P. 49. 

rent of premises . . \ . S. 10 (2) ( i ), P. 42. 

repairs (current), interpretation of . P. 46. 

repairs to machinery, plant or furni- 
ture S. 10 (2) (v). 

repairs to premises . . . . S. 10 (2) (■ ii ), (v), P. 43. * 

.reserve, sums placed to a pension, — when 
permissible P. 49. 

special expenditure, sums received for, 
when admissible . . . . P. 49. 

successor to a business — depreciation 
allowance due to predecessor — carry 
forward permissible . . . P. 46. 

superannuation funds, sums contri- 

buted to, by employers, when per- 
missible P. 49. 

Workmen’s Compensation or Accident 
Insurance Act (VIII of 1923), premia 
paid under P. 49. r 

.Allowances in assessing income from other sources, 

-admissible -- . . . . S. 12 ( (2), P. 52. 



Allowances, in assessing property, admissible — , 
contd. 

interest on loan raised to purchase 

securities ..... 

* 

banker’s certificate .. 

Allowances, in assessing professional earnings, 
admissible ..... 

furniture, office- equipment or instru- 
ments, replacement, cost of 

Allowances, in assessing property, admissible — 

collection charges .... 

not to exceed 6 per cent, 
ground rent '..... 
insurance . . . 

insurance against loss of rent, pre- 
mium, when admissible . 

land revenue . . . , 1 , . 

method of calculation f ‘ . 

- h 

mortgages,' interest due under 
rent, legal expenses incurred in re- 
covering . . 

, rent, unrealised .... 
repairs ...... 

f • / f 1 

unrealised rent ..... 

vacancies ...... 

• / 

Allowances in assessing property, inadmissible 

Allowances, leave, paid in United Kingdom when 
liable ..... 

Amortisation of capital, depreciation on account of, 
. inadmissible 

Angul, District of, application of the Act to . 

income of persons, other than 
persons in the service of' ( the 
Government, residing in, 
exempt .... 
Annual value, of house property, defined 

of house property in owner’s resi- 
dential occupation, defined 
Annuity, deferred, exemption .... 
Annuity, included in term “ salary ’ . 

Annuity, under will, liable ...... 


P. 52. 

P. 52. 

S. 11 (2), P. 51-A, 53. 

S. 11 (2), P. 51-A. 

S. 9 (1) (vi), P. 34. 

E. 7. 

S. 9 (I) (iv) & («), P. 53. 
S. 9 (2) (in), P. 33. 

P. 33. 

S. 9 ( 1 ) (v), P. 53. 

P. 29.‘ 

S. 9 (2) (iv), P. 33. 

'i ( 

P. 34. ’’ 

P. 17 (37), 34A. 

S. 9 (2) (2) & (ii), P. 32. 
P. 17 (37), 34-A. 

S. 9 (2) (vii). P. 35. 

P. 31, 53. 

P. 27 (see Exemptions). 

P. 46. 

P. 1. 


P. 17 (35). ' 

S. 9 (2), P. 30. 

S. 9 (2), Piov., P. 30. 

S. 7 (2), Prov., P. 11, 56. 
S. 7.(2), P. 25. 

P. 23. f 
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Annuity and capital redemption business, profit's, 
bow calculated .... 

Anticipatory and exemption certificates . V 
Appeal, to Assistant Commissioner — 

against assessment .... 

against decision as to the amount of loss 
sustained ...... 

against decision regarding accounting 
method ...... 

against penalty for concealment of in- 
come 

against penalty for failure to notify dis- 
continuance of business 
against refusal to re-assess 
Appeal, to Commissioner — 

against enhancement of tax by Assistant 
Commissioner ..... 

against penalty for concealment of income 
Appeal, forfeiture of right of ... 

form of ...... 

fresh assessment on .... 

hearing of ..... 

adjournment of hearing 
inquiry on ..... 

limitation ...... 

non-appearance of appellant, decision to 
be recorded on merits .... 

suspension of payment of tax pending dis- 
posal of . . . ... 

verification ...... 

Appeal, departmental, to Local Government by 

Assistant Commissioner 
or Income-tax Officer 

Appellate powers, of Assistant Commissioner 
of Commissioner 

Application o£ Income-tax Act. (See Exemptions.) 
Appointment of Assistant Commissioner 

of the Central Board of Revenue 
of Commissioner .... 

' of Income-tax Officers 


R/26, P. 107. t 
‘ P. 61. ’ f 

S. 30 (I), P.,78. 
P. 78. 

P. 38. 

S. 30 (7), P. 78. 

S. 30 (J) V P. 78. 
S. 30 (7), P. 67. 


S. 32 (7), P. 80. 

S. 32 (7), P. 80. 

S. 30 (7), Prov., P. 67, 69 } 
S. 30 (3), 32 (2), R. 21, 22 . 
S. 31 (3) ( b ). 

S. 31 (7), P. 79. 

S. 31 (7). 

S. 31 (2), P. 79. 

S. 30 (2), 32 (7), 67- A. 

P. 79. 

S. 45, P. 91. 

S. 30 (3), 32 (2), P. 78. 
R. 21, 22. 

P. 24. 

S. 31 ( 2 ), (3), P. 79. 

S. 32 (3). 

S. 5 (4), (5), P. 24 (2). 

P. 24 (7). . 

S. 5 (3), (5), P. 24 (2). 

S. 5 (4), (d), P. 24 (2) 
( 4 ). 
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Appointments, approval of Local Government when 

, required P. 24 (2). 

Arrear of rent of land, interest on — when liable to 

income-tax . . . P. 2. 

Assessee, defined S. 2 (2), P. 3. 1 

personal attendance of . ' . • . . S. 23 (2), 61, P. 71, 92. 

personal expenses of, deduction inadmis- 
sible . . . . . . P. 40. 

representation of, in proceedings . . S. 61, P. 71. 

returns, must be signed by . . • . P. 71. 

Assessment S. 23. 

cancellation of, by Assistant Commis- 
sioner on appeal .... S.31 (3). 

cancellation of, by Income-tax Officer, 
when sufficient cause shown . . S. 27, P. 67. 

confirmation of, on appeal . . S. 31 (2). 

discontinuance of business . . S. 25 (2), ( 2 ), P. 74. 

enhancement of, by Assistant Com- 
missioner on appeal . . . S. 31 (3) (a), P. 79. 

appeal against such order . . S. 32, P. 80. 

appellant to show cause against 

order of enhancement . . S. 31 (3), Prov. 

fresh assessment, on appeal . . S. 31 (3) ( b ). 

fresh assessment when sufficient cause 

shown, by Income-tax Officer . S. 27, P. 67. 
appeal against refusal to make 
fresh assessment . . . S. 30 (2), P. 78. 

income escaping assessment, method 

of assessing S. 34, P. 82. 

individual members of firms, associa- 
tions and companies, power to assess S. 23-A. 

1 mistakes in, rectification of . S. 35, P. 83. 

order of S. 23 (3). 

copy of, to be granted free . . P. 76. 

place of . . « . . . S. 64, P. 105. 

Assets, wasting, depreciation on, inadmissible - . P. 46. , ' 

Assistant Commissioner, appeal to, against assess- 
ment, ^penalty for con-, 
cealment, or failure to' 
give notice of disconti- 
nuance of business, or ‘ 

refusal to make fresh < • 

assessment . . . S. 30 (2), P. 38, 67, 69 

78. 



Assistant Commissioner— contd. : 

forfeiture of right of . S. 30 (1), Prov., P. 69j, 

" b ,.,r 78. . 

form of . ■ . S. 30 (3), R. 21, P. 78. 

fresli- assessment on. . S. 31 (3) (6). 
hearing of . . ' . S. 31 (1), P. 79, 80. 

adjournment of hear- 
ing . . . S. 31 ( 1 ). 

inquiry on . . i , . . . . . S. 31 (2), P. 79. 

' appeal to— 1 ’ ' - 

limitation . S. 30 (2). 

. extension of, by 
■ Assistant ‘ Com- 
missioner . ‘ . S. 30 (2). 

suspension of pay- 
ment of tax pending 1 
disposal of . . S. 45, P. 91. 

verification of . . S. 30 (3), R. 21. 

appeal to Commissioner 
- against orders of, en- 

hancing assessment or 
imposing penalty for 
concealment of income S. 32, P. 80. 

appellate powers of ...... S. 31 (3), P. 79. 

appellant to: show cause 

: ,i r against enhancement . S. 31 (3), Prov. 
appointment of, by Cen- 
ts ^ tral Board of Revenue . S. 5 (5). 

't appointment of, by Com- 
missioner . ... S. 5 (4), 

subject -to control of 
• ■ Governor-General, ; 

'. : "exercised through 

Local Government';-, S. 5 (4), P. 24 (2) r 
• Commissioner may direct 

to exercise powers of 
■■ Income-tax Officer S. 5 (4). 

, i ' f: Commissioner may exer- 
- . ; . cise powers of . . S. 5 (4). 

, . defined. . >•.. o •< > B.'2 (3).' 

' dismissal of, appeal to .-v; ‘w. 

Local Government ... P. 24.(2).. . 
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Assistant Commissioner — con cld. 

increment of pay, appeal 
to Local Government 
against order withhold- 
ing . . . . P. 24. 

power to call for return 
of members of firm or 
Hindu Undivided 
family . . . S. 38 ( 1 ). 

power to call for return of 

names of beneficiaries , S. 38 (2). 
power to compound off- 
ence . . . . S. 53 ( 2 ), P. 96. 

power to direct assess- 
ment of resident on 
profits of non-resident . S. 42 (2). 
power to impose penalty 
for concealment of in- 
come . . . . S. 28 (1), P. 68. 

copy of order to be 
sent to Income-tax 
Officer . . . S. 28 (2). 

power to inspect register 
of shareholders, etc., of 
company . . . S. 39, P, 70. 

power to issue commis- 
sions for the examina- 
tion of witnesses . . S. 37 (c), P. 70. 

power to order prosecu- 
tions .... S. 53 (I), P. 68, 96. « 
power to rectify mistakes , S. 35, P. 83. 
power to stay prosecu- 
tions . . . . S. 53 (2), P. 96. 

power to summon docu- 
ments and witnesses . S. 37 (a), ( b ), P. 70. 
power to take evidence on 
oath . . . . S. 37 (&). 

proceedings before, are 
judicial proceedings . S. 37, P. 70. 

Association, individual members, power to assess . S. 23-A. 

liability to tax of . . . S. 3, 55, 56, 63 (2), P. 3. 

principal officer of, defined . . S. 2 (12), P. 7. 

return of employes by . . . S. 21, B. 17. 

service of notice on . . . S. 63 (2). 
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Assurance. (See, Insurance.) 

Auditors, approved, profit and loss statement by ... P. 69. . .. ; 

Authorities . . . : . • • . S. 5, P. 24. 

Bad debts, deduction not permissible if accounts 

kept on cash basis . .. . . . P.37. m 

deduction permissible if accounts kept , , - 

on mercantile basis . • ; • • P. 37. 

loans, irrecoverable, deduction when 
; ' permissible . . . . .P.41. 

reserve for bad. .debts,. sums placed: to, ; .4 

deduction not permissible ■ >. . P.40. 

Balance sheet, foreign income not taxable merely .. . . .. . .v 

by reason of .entry in . . ., . S. 4 ( 2 ). Explanation., ... 

Band funds, regimental, compulsory 1 payments to, 

not liable to tax . . . . P. 17 (4). 

Bangalore, Civil and [Military Station, application 

of the Act to,. . . . . P. 1. 

Bank, securities held as part of capital or reserve 
of, depreciation on, not a permissible 
deduction . '. . . . . P.46. 

realisation of, profit on, not assessable . P. 46. 

Banker, certificate by, of deduction, of . interest on ...... 

securities,. . . . . . P.,61. 

certificate b} r , of interest paid on loan for 
. purchase of securities . ’ . ..... P.28. 

Banking business, irrecoverable . loan — admissible 

: .... . deduction r ' . P. 41. 

Baroda, Cantonment of, apphcation of the Act to . P. 1. 

Begging, income from professional, assessable . P. -23, Illustration (5).. 

Beneficiaries, trustees assessable on behalf of . S. 40, 41; P; 85. 

Berar, application of the Act to v 4 .•• P.- l.Ji« I »«;•>. •."/.> 

Betting, casual gains not assessable . . . P. 23, Illustration ( 2 ). 

Board of Referees . . . ' . . . S. 33-A. 

Board of Revenue, Central, (See • Central Board of 

'Revenue.) : - n ■ • • ■ 

Bombay Presidency, British administered areas in, "v" " 

application of the Act to : . •• P. 1 . . 

Bonus, for services rendered, not exempt : ;, v •; /P.23. . • - >■ 

to retiring employee, inadmissible deduc- ... ... , . 

tion . . . . . . ' P. 49. 

Books, authors’ profits, assessable . ' . ' . P. '23, Illustration ( 5 ). 
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Book-makers, profits of, assessable . . . P. 23, Illustration (2). 

Book profits and losses, enter into calculation of l ' 

income on mercantile ' ’ '• 

system . . . P. 37. 

Borrowed capital, interest on. (See Allowances.) 

British Baluchistan, application of the Act to . S. 1 (2), P. 1. 

British Indian Subject, income paid to, outside 

British India, when 

chargeable . . . S. 7 (2), P. 1, 15, 26. 

Buildings. (See Allowances, Deductions from tax- 
able income, Property.) 

Burglary Insurance Company, assessment of . . P. 107. 

Business, assessment of profits from. (See Allow- 
ances, Deductions from taxable income 
— Exemptions). 

casual gains from, assessable . . S. 4 (3) (viii), P. 23. 

change of ownership, liability of 
successor S. 26 (2), P. 75-A. ‘ 

deductions admissible in assessing. (See 
Allowances.) 

deductions inadmissible in assessing, (see 
Deductions from taxable income) . P. 40. 

definition of S. 2 (4), P. 39. 

discontinuance of, assessment (business 
assessed under Act of 1918) . . S. 25 (3), P. 14, 74. 

discontinuance of, assessment, (busi- 
nesses commenced after March 1922) . S. 25 (7), P. 14, 74. 

discontinuance of, assessment on period 
subsequent to end of previous year, 
discretionary P. 14. 

discontinuance of, notice to be given by 
assessee S. 25 (2). 

penalty for failure to give notice . S. 25 (2). 
appeal against penalty . . S. 30 (1), P. 78. 

discontinuance of, assessment, notice to 
be given to assessee . . . . S. 25 (4). 

discontinuance of, recovery of tax . S. 44, P. 74. 

Business abroad. (See Non-residents.) 

Business abroad, profits and gains of, when taxable S. 4 (2), P. 15. 

Business connection in British India. (See Non- 
residents.) 



Business expenses (see Allowances, Deductions ‘ w ' : ' fr " " “ 

from taxable income.) -• 

Business premises (see Allowances, r Deductions 
from taxable income.) 

- : ' annual value of, not taxable 

under “■ Property ” . ' 1 ■ . S. 9(2), P.29. 

Business, branch, power of Income-tax Officer . S. 64 (4), P. 24 (4), 64. 
new, assessment of ...... . . . P« 71. 

Cancellation of assessment, on appeal . . S. 31 (3) (c). 

when cause is shown . S. 27, P. 67. 

Cancellation of order enhancing assessment, by< 

Commissioner . . . ... S. 32 (3). 

Cancellation of order imposing penalty, by Assistant 

- ■ Commis- 

sioner . S. 31 (3) (c). 

by Commis- ‘ 

- - sioner . S. 32 (3). 

Cancellation of registration of a, firm • • • S- 23 (4). . . „ . 

Capital (see Allowances, Deductions from taxable . , ... 
income.) 

Capital, borrowed, subscriptions to certain Mutual 

Benefit societies included in ' S. 10 (2) (in), Explana- 

tion, P. 44. 

Capital exjfv...diture, inadmissible . . . .P.40. 

Capital, imported into British India, not liable . P. 15. , 

Cash basis, of accountancy . « • P.13, 37; 

Casual receipts, when exempt • » • . S. 4 (3) (m), P^23.;; ; 

examples ...... P. 23. 

Central Board of Eevenue, defined v . . . S. 2 (4a). \ - • ( >y- 

: " functions of . .‘ P. 24. 

power to appoint Assis- ■ 

tant Commissioners,; 

Commissioners and 

Income-tax Officers . * S. 5 (5), P. 24. 

power to declare foreign 

-. . association to . be a ... ; .. ,v: L • . ... 

Company .... . . ,S. 2 (6), P. 4. 

power . to define pre-. . i 
vious year in certain . 
cases, and to dele- y ‘ 

gate such power . S. 2 (11) (b), P. 6. 
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Central Board of Revenue— contd. ; 

power to . determine 
place of assessment S. 64 (3), P. 105, 
assessee •• to ' be 

jy,. heard. . .. S. 64 (3), Prov,, P. 105. 

,K: ■! , power . to direct to :;V, 

; whom tax deducted . . 

from salaries and 
■ ' interest on securities, 

should be paid •; ; S. 18 (6). 40 (5), E. 10— 

. , •' " • 12, P.91. 

power to make rules ;.S. 59. P. 24, 101, 

. ; ’ ' power to prescribe 

.Mutual Benefit" . - . . 

Societies . . . S. 10 (2) (in), Explana- 

, tion, P. 44. 

power to prescribe per- 
.... . . t , son who should make 
[ '' / , returns of employees S. 21, K. 15, P. 64. 
Central India, British administered areas ini, appli- ' 

cation of the Act' to - i; . ‘* l - . ' . P. 1. 

Change of ownership S. 26, P. 74, 75. 

.,■> ... , firms converted, into com-. " ' *■ ' w 

. ’.pany, method of assess- 
ment . . . P. 75. 

recovery of tax .* . ’. S.' 44, P. 74! 

Charges. (See Allowances, Deductions from fax- 
able'inCbme). . . » * . 

Charging sections! Income-tax .. .« . S. 3, Pv3. 

Super-tax : -S. 55, P. 3. 

Charitable Institution! voluntary contributions to, ^ 

• • exempt . . ... . 1 S. 4 (3) (ii), P. 19. 

Charitable Institutions, purposes and trusts, ex- 
emption 'applies if . in- 
come set aside for, need 
, : : *. not be actually.' spent in 

year of account ...... P. 19. 

Charitable purposes, defined . . ■ . S. 4 (3) ad fin, 

income from property 1 held 
for, when exempt ,. S. 4 (3) (i) (n), P.‘ a 19. 

Charity, expenditure on, inadmissible as a deduc- 

. tion . . 1 . P.40. 
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Civil Court, portion of salary withheld under order 

of, taxable ! ' V : . P.25. 

Civil Courts, jurisdiction barred . . . • S. 67. 

prohibited from summoning income- 
• ' ' tax records . . . S. 54 (1). 

•Coal, depreciation on, as a wasting asset, inadmis- 
sible ’. "V . ' . V . • P.46. 

•Coal Mines, shafts, tramways, sidings, deprecia- 
tion allowances . . . . .P.45. 

Collection charges; allowances for . . . S. 9 (7) (vi), P. 34. 

maximum of 6 per cent. . . S. 9 (1) (vi), It. 7, P. 34. 

Collection of tax. (See Recovery). 

•Collector, recovery of tax by . . . S. 46 ( 2 ), P. 91. 

■Colonial Treasuries, salary, etc., drawn at, by 

Officer on duty or leave . P. 17 (22) & (25). 

Commission, included in “ Salaries ” . . . S. 7 (1). 

partner’s inadmissible as a deduction P. 44. 

Commission, issue of . . . . -•. . . . S. 37 (c), P. 70. 

Commissioner of Income-tax, appeals to. (See 

Appeals.) 

'■ - ■■•"■'• ' ■■ '■ appointment of, by 

Central Board of 

Revenue . S. 5 (5), P. 24 (2). 

appointment of, by 
• Governor-G ene- 

ral . . . S. 5 (3), P. 24 (2). 

, , recommendation 

of Local Gov- 
; s- * ernment to be 
. ; considered . S. 5 (3). 

Assistant Co m mi s - 
, sioners and In- 

come-tax Officers 
appointed by, 
and subordinate 

to . . . S. 5 (4), P. 24 (2). 

definition of . . S. 2 (5). 

functions of . , P.24 (2). 

•>: ; powers appellate 

powers . S. 32, P. 80. 
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Commissioner of Income-tax — contd. 

, ' power to appoint 

Assistant Com- 
•missioners and 
Income-tax 

< ' Officers . . S. 5 {4), P. 24 (2). 

control of Local 
Government P. 24 (2). 

power to determine 
place of assess- 
ment in case of 

.dispute . . S. 64 (3), P. 105. 


assessee to be 
beard 

power to determine 
“ previous year ” 

power to direct that 
powers of Assist- 
ant Commis- 

sioner and In- 
come-tax Officer 
shall be exercised 
by Commissioner 
and Assistant 

Commissioner 


S. 64 (3), Prov., P. 105.- 
S. 2 (11) (b), P. 6. 

i 


S. 5 (4), P. 24 (2). 


power to direct re- 
covery of arrears 
of income-tax 

.like municipal 
tax or local rate 
and by wbat 

authority . . S. 46 (3) & (4), P. 91. 


power to issue com- 
mission . . S. 37 (c). 

power to levy 
penalty for con- 
cealing income . S. 28 (1), P. 68. 

copy of order to 
be sent to 
h’com e-tax 
• Officer . . S. 28(2). 


power to rectify 
mistakes .’ . S. 35, P. 83. 
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■Commissioner of Income-tax — concld. 

■ power to reduce 

partners’ assess- 
• ment when firm’s 

; T - assessment is 

reduced . .. ■ . P.81. 

power to refer case 
to High. Court . S. 66, P. 106. 

may allow inter- 
est on refund 

in such cases . S. 66 (7), Prov. 

power to sanction 
prosecution for . . . 

disclosure of in- 
formation by 
public servant . S. 54 (2), Prov. 

power to s umm on 
witnesses and 
documents . . S. 37 (6). 

power to take evi- 
dence on oath . S. 37 (a). 

powers of review, ‘ " < - 

• (see r Eeview 

powers) . • . S. 33, P. 24 ( 2 ), 81. 

'Commissioner, proceedings before, are Judicial 1 pro- f “ ’ 

ceedings . . . . . S. 37 J ‘'-rwn 

dompany, assurance, (Bee Insurance Company). • . . . ...n . ■ ■ > . . 

- defined . . . . . . S. 2 (6), P. 4. 

flotation expenses (see Shares, cost of 
issuing). 

individual members— Power to assess . S. 23-A. 

preparation and submission of annual; 
returns of income . .. . . S. 22 (1), P. 65, 67, 68, 

■ _ .. R. 18. 
preparation and submission of annual 
returns of salaries . . V . S. 21, R. 16, 17, P. 64. 

principal officer of, to furnish certifi- 
cates of deduction of income-tax, to ’ ••• ^ 

share-holders . ( . . . . .. S. 20, R. 14, P. 63, 92. 

profits of, assessed at maximum rate \ Fin. Act, P. 63. 

register of members of, power of income- ‘ 
tax authorities to inspect . ; .■■ / S.'39, P. 70. 

list of members not to be called for . P. 70. 1 
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Company, assurance— conld. 

sliareliolder in, refund of income-tax to. S. 48 (7), R. 14. 37 , 38. 

P. 11, 59, G3, 92. 

super-tax, liability to . . . S. 55. P.12, 98. 

charged at flat rate . . . . Pin. Act. P. 98. 

Compensation for death or injuries, sums paid as, 

not liable . S. 4 (3) (v), P. 17 (14) 

r: (16). 

Composition of offences . . . . . S. 53 (2). 

may be made before or 
after proceedings 

commenced . . . P. 90. 

Composition of tax, not allowed . . . . P. 102 . 

under old Act remains in 

force . . . P. 102. 

Concealment of income, penalty for . . S. 28 (7), P. 67, 68 . 

appeal against . . S. 30 (7), 32 (7), P. 78,. 

80. 

prosecution for . . S. 51 (c), P. 67. 

Consignment business (see Non-residents.) 

Consignments, Income-tax Officer not to call for 
statement of - 7 — from Railway 
Companj T . . .. . . P. 70. 

Consular employees (see Exemptions.) 

Consuls, foreign (see Exemptions.) 

Contract of indemnity loss recoverable under, in- 
admissible . . . P.40. A 

Co-operative societies, dividends of, exempt from 

income-tax' . . . P. 17-A. 

liable to super-tax . . P. 17-A. 

interest on securities held 

by. liable to income-tax . P. 17-A. 
profits of, exempt from in- 
come-tax . . . . P. 17-A. 

liable to super-tax . . P. 17-A. 

Copies, of assessment orders, to be granted free . P. 76. ; / 

Courts, civil, jurisdiction barred ......... . . S. 69. ^ 

indemnification of . . . . S. 65. 

receiver appointed by, taxable on .. 

behalf of estate,,, .. ... .... , . . .. . S. 41, P. 85. 

salaries, withheld under orders, of, h ^re- 
liability .to t fax . .. \ . ...i r . P. 25. 



Court, High (see High Court.) 1 : ^ ; - 

Courts of Wards, chargeable to tax . . • . • : ®* 

indemnification of * ; • .?• 

Cultivator, proceeds of sale of raw produce by, 

exempt • • • • 1* 

Death or injuries,' compensation for, not liable ^ ,S. 

Debenture-holders, register, of, power of Assistant 
Commissioner and Income-: 

■ : : tax Officer to inspect . 

prosecution for refusing to allow 
■ : inspection, etc. . 

Debentures, foreign, interest on, when liable 

Deduction of income-tax (see Refunds,} _ . 

omission to deduct direct, 
levy of tax 

Deduction of income-tax from interest On securities 
certificate by Income-tax Officer authorising 
non-deduction,' or deduction at lower rate . 

failure to deduct, personal liability . . 

prosecution ..... 

from salaries . ; ; ( ... 

arrears of tax, deduction of ,. .. .. 

failure to deducts personal liability, : . ; , ; , . 

prosecution . . , . . . ,. ... 

minimum income for deduction m , 
power to adjust excess or deficiency ■ . 
recovery by other methods, not barred v '■> : . 
sums deducted, certificate of *nr.o. s .o-J 
prosecution for failure to furnish 
sums deducted j included in taxable income v . 

siims deducted, payment of, to credit of Gov- 
ernment . . - . 

sums deducted, treated as tax paid 

credit to be given in assessment of following 
, year ■ . . . 

Deduction of super-tax, from dividend payable to 

non-resident . . 

Deductions from annual value, what admissible 
Deductions, from taxable income, admissible (see 
Allowances, Exemptions.) 


41, P. 85. 

60. v ; 

2 . ‘ . 

4 (3) (v), 17 (U), 

(15): - :,i 


S., 39, P. 70. 


•s'. 


s; 

s. 


: s; 

s. 

„s. 

s. 

,s. 

•:.S. 

:S, 

s. 

Si 

-i s. 
s. 
s. 

s. 

s. 


51(e).-, si * !!’■ 1 

16. ,v. rr.rb 

19, P. 59. ;■ . 

18 (5); P. 23, 28, 61. 

61. 

tm, : p.69.:;r'' 

18 (2), P. 25, 56, 60. 
46 (5)MM-A 
18 (7), R 59. 

51 (a). q , . ' , 

21 (a), R. 17. 

18 (2), P. 60; 

18 (S). > 

18 (9), R: 13, P. 61. 
51 (b). - - . 

18 (4), P. 57. ; 

18 (6), R. 10:12. , 

18 (5), P. 59. 


S. 18 (5), P. 59.. 

S. 57 (2), P, 99, 100. 
S. 9 (1), P. 31, 53, . 
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Deductions, from taxable income, inadmissible, 
examples of : — 

amortisation of capital, depreciation for . P. 46. 

assets, cost of addition, alteration, extension, 
etc P. 40. 

bonus to employees P. 48-A. 

brokerage on loans (in assessing property) . P. 31. 
capital expenditure P. 40. 

cesses (in assessing income from mining royal- 
ties) P. 53. 

cess, rate or tax levied on profits — any sums 
paid on account of P. 40. 

charity, expenditure on . . . . ’ P. 40. 

commission, partners P. 44. 

compensatory local allowance . . . P. 22. 

( Cutch exchange compensation allowance . P. 22. 

depreciation, except as allowed in S. 10 (2) 

(vi) . . R. 8, P. 40, 46. 

expenditure not incurred solely for the pur- 
pose of earning the profits taxed . . P. 40. 

income-tax P. 40. 

income-tax and excess profits duty paid in 

England . . * . . . . P. 53. 

legal charges relating to loans, etc. , . P. 31. 

losses of previous years •. . . .P.40. 

municipal and local rates (in assessing pro- 
perty) . . . . . . . P. 31. 

partners’ capital, interest on , . . . P. 40. 

partners’ drawings, pensions and salaries . P. 40, 49. 

pensions, ex-partners’ . . . . . P. 40, 49. 

political purposes, expenditure on . . P. 49. 

private or personal expenditure . . , S. 11 (2), 12 (2), P. 40.- 

rental value of business premises owned by 

assessee ...... . P.40. 

reserve for bad debts, or equalisation of 
dividends . . - . . . P. 40. 

reserve, insurance . . . . . P. 45. 

rolling stock of railways, depreciation on . P. 46. 

salaries, partners’ P. 40. 

super-tax . . . . . ... P. 40. 
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Deductions, from taxable income, inadmissible, , 

examples of •,—contd. 

taxes conditional on earning profits . . P. 53. 

taxes except land revenue and local rates or 

municipal taxes on business premises , . P. 40. 

taxes paid abroad ' . . . P. 53, 

wasting assets, depreciation on . . . P. 46. 

Default, in making return or producing accounts, 
etc.— 

forfeiture of right of appeal . . . . S. 30 (2), Prov., P. 67, 69„ 

method of assessment . . . . . S. 23 (4). 

Default, in payment of tax — 

penalty for default ..... S. 46 (2), P. 91. 

personal liability in case of failure to deduct 

tax at source . . . . . ; . S; 18 (7), P. 59. 

prosecution for . . . . . . S. 51 (a), P. 59. 

recovery of tax from defaulter . . . S. 46, P. 91. 

Deferred annuity; deduction towards, exempt . S. 7 (2) Prov., P. 11, 56. 

Definitions — - ;r ■ . . 

Agricultural income .. . . . S. 2 (2), P. 2. 

Assessee . . .... . ... . . . S. 2 (2), P. 3. 

Assistant Commissioner •. • . *■•••••. • •• . S. 2 (3). 

Business , . . ; . '. . 1 . . S. 2 (4), P. 39. 

Commissioner . . '. . . . S. 2 (5). 

Company ... . . .. . . . . ... . S. 2 (3), P. 4. 

Firm . . . .. . . . ... . S. 2 (6-A). 

Income-tax officer .. . . . . . . S. 2 (7). 

Magistrate . . . ; _r . . . - S. 2 ( 8 ), 

Partner and partnership . . . ’ S. 2 (6-A). 

Person . . . . . , . , . S. 2 (9), P. 3. 

Prescribed.: ....... V . . M . S. 2 (2(9). 

Previous year . . ... . S. 2 (22), P. 6. 

Principal officer . . . . . . S. 2 (22), P. 7. 

Provident funds, recognised . . . S. 58-A. 

Public servant ; . . . . . S. 2 (23), Pi 9. 

Registered firm . . . . . . S. 2 (24), P. 10. 

Total income . . . ; . . S. 2 (15), P. 11. 

Unregistered firm . . , . S. 2 (23), P. 10. 



20 

Demand, notice of . . . . ' . S. 29.- R. 20, P. 77. 91. 

prompt issue of P. 91. ■' : 

Depreciation. (See Allowances, Deductions from 

taxable income.) • ' 

aggregate allowances, not to exceed ’ • 

original cost ..... S. 10. (2) (vi), Prov. (c). 
calculated on cost to assessee if-,; i . v . P. 46. . - 

claim to be supported by account . P. 46. . . . 

excess of — ov.er profits may be ' 

carried forward . . . S. 10 (2) (vi), Prov. ( b ). 

; ■ " • P. 46. r . : 

rates of R. 8. 

to be allowed in full, when profits "isCI . 

.permit .... P.46., . 

shipping companies . .• . ..... P. 88. . 

successor to business, deprecia- . ;i;>; ■ . . . , 

tion, how calculated . . P. 46. 

Disclosure of information by public servant — 

prosecution for . ' . . . . S. 54 (2). P. 97. 

sanction to . . . . . . S: 54 (2), Prov. 

Discontinued business, assessment of . . . S. 25 (1), ( 2 ), (3), (4) 

. P.14, 74. ; 

discontinuance of one busi- 
ness or profession out of 
several — benefit of Sec- :\:0 

tion 25 (3) to be allowed . P. 74. 
notice of discontinuance . S. 25 (2), P. 74. 
penalty for failure to give 
notice .... S. 25 (2). 
appeal against penalty : . S. 30 ( 1 ), P. 78. 

period within which claim " ‘ - ’• 

« • > to assessment under Sec- 

tion 25 may be made . P. 74. 
recovery of tax . . . S. 44, P. 74. 

Discontinued firm 6r partnership, liabihty of mem- 
bers . . S. 44, P. 74. 

Dismissal, appeal by Assistant Commissioner or 
Income-tax Officer to Local Govern- 
ment against . . . . ■ . ; P. 24. 

District Board, included in “ Local Authorities ” . P. 8. 

Dividend, certificate to be furnished to recipient by r , . mI . 

Principal Officer of Company . . S. 20, P. 63, 92. 

not in proper form, when accepted . P.63, 

duplicates of certificates when accepted . P. 63. 




Depreciation — conUl. ■ ■ v-c-pkM 

form of certificate . . B. 14, P. 63. 

prosecution for failure to furnish . • . S. 51 (b). 

income-tax .on, not payable by share- 
holder . . . . . .- . S. 14 (2) (a), P. 11. 

refund of . . . . . S. 48 (2), It. 36-40, P. $2.. 

super-tax on, payable by shareholder . S. 55, P. 98. 
tea-companies, 40 per cent, of, from, to 
be included in shareholders’ total 
income . . . . . . It. 24, P. -2. 

Dividing Society, assessment of . . . . P. 107. 

Documents; (See Evidence.) 

Dominion Government, trade conducted by — . 

liability to tax . . P. 5. 

Double income-tax, claim for relief after period of 

limitation, when admissible S. 50.- ■ 

Corporation Profits Tax, 

: : " (United Kingdom) not to 

be deducted . . . P. 93. 

relief in case of companies 
assessed separately in India 
but jointly in the United 
Kingdom .. ... . , . . . , . P. 93. 

relief in case of income taxed 
both in an Indian State and 
British India . .“ P. 95, 

relief in case of income taxed 
both in the United Kingdom 
and British India . . S. 49, P. 93, 94. 

method of calculating relief 
in India ...... . P. 93-A. 


Drawings, partners’.. (See Deductions from taxable 

income.) 

Education, scholarships granted to meet the cost of, ■. t 

exempt . . . . . . P. 17 (5), 19. ( ... 

Electric tramways, rates of depreciation . . R, 8 ( 5 ). 

Employers, return of employees to be furnished by S. 21, It. 15-17, P. 64. 
prosecution for failure to furnish . S.51(c). 

Evidence, power of Commissioner,, Assistant' Com- ' ; 

missioner and Income-tax Officer to ' ' 
summon persons and documents, issue 
commissions and take evidence on i ; 
oath ... . . . . S. 37, P. 70, 87. 
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:E violence ft?- 

power of Income-tax Officer to call on 
assessee to produce . . . . S. 22 (4), 23 (2), P. 69, 

70, 87.' 

failure to produce, forfeiture of right of 
appeal . . . . - . . • . - S. 23 (4), P. 70. 

prosecution for failure . . . . S. 51 (d), P. 69. 

^Exemptions from income and super-tax— 

agent in British India of Indian Prince or 
State, official allowance paid to f . . P. 17 (7). 

agricultural income ..... S. 4 (3) (inn), P. 2, 

exemption not applicable to income from 
agriculture abroad . . . . S. 2 {!), P. 2. 

agricultural produce, raw, sale of, by culti- 
vator, etc., income from, exempt' 1 . . P. 2. 

allowance or perquisite, special . . . S. 4 (3) (m)/l 

.allowance, Victoria Cross, Military Cross, 

Order of British India, Indian Order of . 

Merit . . . ; . . . . P. 17 (5). 

association of individuals share of income of, 

not included in total income of assessee . S. 14 (2) (c). 

British Warrant and Non-Commissioned 
Officers, education of children, free, or 
grants for — value of . . . . P. 17 {34). 

•certificate by Income-tax Officer authorising . 

non-deduction , . . . . . . P. 61. 

casual or non-recurring receipts . ; , S. 4 (3) (t rii), P. 23. 

charitable or religious institutions, income 
from voluntary contributions . ' . . S. 4 (3) (ii), P. 19. 

charitable or religious purpose, income derived 
from property held for ... . S. 4 (3) (£), P. 19. 

Colonial Treasury, leave allowance or salary , 

drawn from . . . . . P. 17 (22). 

Colonial Treasury,. pensions drawn from . P. 17 (25). 

Consuls, Representatives and Consular , em- .,, . .. 
ployees, foreign, official salaries and fees of P. 17 (J). 

•Co-operative Societies, profits of (but not : 

interest on securities) . . . . P. 17-A. 

•death or injuries, compensation for . . S. 4 (3) (v). 



Exemptions from income and super-tax — contd, 

deferred annuity*— sums deducted by Govern- 
ment from salary to provide 

included in total income . 

limit of one-sixth of salary . . 

Delhi camp and moving allowance • 

District of Angul, persons, other than persons 
in the service of the Government, residing 
in the, income of . 

dividend* received by shareholder, if company 
taxed « . • • * • • 

included in total income . 

education, scholarship for .... 

educational institution, income of ? from fees, 
etc. • • * * • • • 

Government securities held by Ruling Chiefs 
and Princes of India, interest on . 

Government of India securities, purchased 
through Post Office, interest on 

included in total income . 

Government of India securities,* tax-free, 
interest on . " . . 


included in total income . . . . 

Governor General may exempt income or 
reduce the rate or grant relief . 


gratuities granted to Royal Engineer Officers 
of the Survey or Railway Departments and 
Indian Army Officers of the Survey Depart- 
ment . . . . . . 

gratuities granted to surplus Military Assistant 
Surgeons . . 


gratuities paid from Railway Provident Fund 
gratuities, wound or injury — 
granted to officers and others . . 1 

granted to widows, children, etc.,' of officers 
and others . . 


INCOME-TAX 


* Not exeirpt from super- tax. ■" ■ 


S. 7 (7), Prov., P. 11 
56. 

s. 16 ( i ), p. ii. 

S. 7 (1), Prov. 

P. 22. 

P. 17 (35). 

S. 14 (2) (a). 

S. 16 (7). 

P. 17 (3), 18. 

P. 17 (10). 

P. 17 (5-A), 61- A. 

P.17- A. 

P. 17-A. 

S. 8, Prov., 18 (1). 

S. 16 (1), P. II, 

S. 60 (1) & (2). 


P. 17 (17). 

P. 17 (18). 

P. 17 (19), 19. 

P- 17 (14). 

P.A7 (IS). 
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Exemptions from income and super-tax — contd. 

Hindu Undivided Family, share of income of, 
not included in total income of member . S. 14 (1), P. 11, 54. 

not liable to super-tax .... S. 58, 14 (1), P. 54. 

Indian Church, lump grants made by Govern- 
ment to . P. 17 (38). 

Indian Prince or State, agent of, official allow- 
ance paid to, in British India . . . P. 17 (1). 

Indian State, salary and allowance of officers 
deputed by, for training in British India . P. 17 (2). 

injuries, compensation for . . . . S. 4 (3) («), P. 17. 

injury gratuities. (See gratuities, wound, 
above.) 

insurance policy, sum paid in commutation of S. 4 (3) (v). 

insurance premia, accident and sickness poli- 
cies . . . . . . . P. 56. 

insurance premia, fire . . . . . S. 9 (1) (in), 10 (2) (iv), 

P. 33, 45. 

insurance premia/ life . . . . S. 15 (1), (2), P. 11, 56. 

abatement may be allowed by persons or 
officers paying salaries . . . . P. 56, 60. 

abatement may be allowed if claimed within 
six months . . . . . . P. 56. 

included in total income .... S. 16 (1), P. 11. 

limit of one-sixth of total income . . S. 13 (3). 

invalid pensions. (See pensions below.) 

premia paid from Provident Fund — rebate 
not admissible . . . . . P. 56. 

registered firm — partner — rebate ad- 
missible . . . . . . P. 56. 

International Labour Office, salaries of Corre- 
spondent and his staff . . . . P. 17 (13-A). 

Jaugi Inams . . . . . . P. 17 (6). 

leave allowance or salary paid in United 
Kingdom or Colonies . . . . ' S. 17 (21), (22). (23). 

Light house keepers in the Bed Sea, salaries of P. 17 (26). 

local authority, income of . . . S. 4 (3) (Hi). 

Mysore Durbar bonds, 1920-21 . . . P. 17 (28). 


* Not exempt f/om super-tax. 
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Exemptions from income and super-tax — contd. 
partner’s share in the profits of a firm which 

has discontinued business when exempt . P. 17- A. 

passage money, widows and orphans, contri- 
butions made by an officer to provide , . ... P. 56. 

pension, sum paid in commutation of . . S. '4 ( 3 ) (u). 

pensions, drawn hr Colonies or United King- 
dom . . . • • . P. 17 (25). 

pensions, Military, naval or air forces, invalid 
or wound . . . . . . P. 17 (29), (30). 

Perquisites, value of, free passage — free tiffin, 

etc., not convertible into money . . P. 22. 

Perquisites — free residences — high officials . P. 17 (36). 

Post Office cash certificates, yield of . P. 17 (<§). 

Post Office, Government securities purchased 

through, interest on . .. . . P. 17-A. 

included in total income .... P. 17-A. 

Post Office Savings Bank, interest on deposits P. 17 (9). 

Power of Governor-General to exempt income 

or reduce rate . . . .. . . S. 60. 

Property held under trust * etc., for religious 

or charitable purposes — interpretation . P. 19. 

Provident Fund, Railway, gratuity paid from P. 17 (19), 20. 

Provident Funds. (See under major head 
“Provident Funds ”.) . 

Regimental mess or Bank Fund, compulsory 
payment to . . . . . . P. 17 (1). 

Rent payable but not paid by a tenant of 

an assessee, when exempt . . . P. 17 (37), 34-A. 

Rewards — language examinations . . P. 23. 

Salary, bonus, commission and sums paid in 

lieu of interest, when exempt . . . P. 17-A. 

included in total income . . . P. 17-A. 

-scholarships for education . . . . P. 17 (S), 19. 

Simla House Rent Allowance . . . P.22, 

soldier’s pay, compulsory allotments from . P.56. 

Trade Commissioners in India, salary of . P. 17. 

'Trustees, income received by, on behalf of 

recognised provident funds . . . S. 4 (3) (ix). 

'Tuition grants for language examination — 

not treated as rewards . . • . P.22. . 
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Exemptions from income and super-tax— concld. 

United Kingdom, leave allowance, salary or 
pensions paid in P. 17 (22). 

University, income of, from fees. etc. . . P. 17 (10). 

value of rations issued in kind or money 
allowances paid, in lieu thereof, to Military 
officers P. 17 (31). 

value of rent-free quarters occupied by, or 
money allowance paid in lieu thereof to, 
officers, etc., of Military, Air, Naval and 
Marine Forces P. 17 (32). 

widows, orphans and old Age Contributory 
Pension Fund, 1925 contributions to . . P. 56. 

wound, gratuities, , pensions. (See gratuities, 
pensions, above.) 

Exchange, conversion of profits of sterling com- 
panies . . . . * . . P. 50. 

Extent of Act S. 1 (2), P. 1. 

False return by assessee, consequence of (see 

Penalty, Prosecution) P. 68. 

False statement in declaration, etc., penal offence . S. 52, P. 68. 


Fees— 


Fees (other than retaining fees) paid to 
Government pleaders and Public Prose- 
cutors, not salaries . . . . . P. 25. 

Honoraria or fees paid to Government ser- 
vants by local bodies or private persons — 
when chargeable as salary . . . P. 25. 

Income of University or educational institu- 
tion from, exempt . . . . . P. 17 (10). 

Professional, paid in India to person ordi- 
narily resident in British India, chargeable S. 11 (3), P. 15. 

“ Salaries ” includes S. 7 (1). 

Fiduciaries, liability of S. 40, 41, P. 85. 


indemnification of 

Fire Insurance Company, assessment of 


S. 65. 

R. 28, 29, 32? P. ‘107. 


premia deduction when 
allowed . . . S. 9 (1) (Hi), 10 (2) (iv), 

P. 33, 45. " 


Firm, change in constitution, liability for tax for 

previous year S. 26 (1), P. 75. 
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firm — contd. 

defintion of . . . . . . S. 2 (0-A). 

discontinuance of, assessment . . S. 25, P. 74 

individual members, power to assess . • , S. 23-A. " 

liability of partners for tax, . . . S. 44, P.74. 

notices, liow served on . S. 63 ( 2 ), P. 104. 

partners in (registered or unregistered), 
proportionate share of, profits included in 

individual total income for income-tax . S. 14 (2) (b), 16 (7), P. 55. 
tax payable by, on share, only if firm not 
taxed . , . . . . . ... S. 14 (2) ( b ), P. 10 (2). 

registration of . . . . . R. 2-6, P. 10. 

yirm registered, definition . . . . . S. 2 (14), 2G-A, P. 10. 

assessment of, to income-tax . P. 55. 

. assessment to be made, so far as 

possible, on partners . . P. 55. 

partner entitled to refund on 
his share, when individual in- 
V-: ■; come not taxable at maxi- 
mum rate . . . . S. 48 (2), P. 10 (1), 55, 

72, 92. 

partner entitled to set off share 
of loss against individual 
income .... S. 24 (2), P. 72. - : 

partner in more than one regis- ' . • ' i 

tered firm may be allowed 
to set "off loss in one against 

profits from another . . P.72. A; 

rate of tax applicable, maximum Pin. Act, P. 10 (7). 

taxable minimum, not ap- 
plicable. . . . Pin. Act, P. 10 (7). 

assessment of, to super-tax (not 
liable, partners liable) . . S. 55, P. 10 (7), 98. 

non-resident partners, liability 
of joint partners, for tax on 
share of . . . S. 57 (7), P. 99. 

such liability limited to tax on 
such share . . . P.93. 

change in constitution — total in- 
come of members — how calcula- 
ted . . *. . . S. 56 (Prov.). 

INCOME-TAX 


N 
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Firnfregistered— contd. 

.insurance premia— partner entitl- 
ed to rebate for . . . P.53, 

registration of .... S. 26-A, B. 2-6, P. 10„ 

Fim^unregistered, definition of . . . . S. 2 {16), P. 10. 

assessment of, to income-tax . P. 54. 

partner, share of loss cannot 
be set off against individual ' 
income ... . S. 24 ( 2 ), P; 72. 

■' rate of tax applicable same 

as in case of individual . Fin. Act, P. 10 (1). 

taxable minimum, applicable Fin. Act, P. 10 (I). 

assessment of, to super-tax — 
liable to super-tax . . S. 55, P. 10 ( 2 ). 

marginal relief — Section 17 — 
application of — to the in- 
’ come of a partner of . P. 58. 

partner not liable if firm 
taxed . . . . S. 55 Prov., P. 10 (2)- 

Floatation expenses. (See shares, cost of issuing.) 

Foreignassociations, may be declared companies „ S. 2 ( 6 ), P. 4. 

Foreign business. (See Business abroad.) 

Foreign Consuls. (See Exemptions.) 

Foreign’debentures, interest on, when liable • • P. 16. 

Foreign income. (See Non-residents.) 

agriculture, income from, not 
exempt .... S. 2 (i), P. 2. 

business-income, when deemed 
to be received in British India S. 4 ( 2 ), P. 15- 

interest on loans advanced in 
Indian States to persons resi- 
dent in British India— when 
not liable . . . . P. 15. 

interest on sterling debentures or 
foreign securities, when liable P.16. 

owner or charterer of a ship 
residing out of British India — 
liability of . . . * . S. 44-A to 44-C- 
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I'oreign income — contd. 

professional fees paid outside 
British India to person residing ,, 

in British India, liable . . S. 11 (3), P. 15. 

.'salaries paid outside British 

' India, when liable.; . . S. 7 (2) } V. 1, 15, 26. 

iPorest, income from — when not liable . . . P. 2. 

Torms— 

Appeal to Assistant Commissioner against 
assessment . . . . . R. 21. 

Appeal to Commissioner against enhancement R. 22. 

Application for depreciation , allowance . . R. 9. 

Application for- refund of tax by resident . . >R.36. 

Application for refund of tax by non-resident R.'36-A. 

return of. total income to accompany the 
. application . . . . . . . . R. 37-A. 

Application for registration of firm . . R. 3, 

Assessment form . . . . . R. 20. 

Certificate of collection of dividends on shares 

by bankers P.62. 

Certificate of deduction of tax on interest on 
• . securities, furnished by banker . . . P.61. 

Certificate of deduction of tax on interest on 
securities, furnished by person paying in- 
terest . ./ . . . . . R. 13, P. 61. 

Certificate of Income-tax Officer authorising 
: non-deduction of tax on interest on secu- 
rities . . . . . . P. 61. 

Certificate of payment of tax on profits of 

a company . . . ‘ . . . R. 14, P. 63. 

Certificate of registration of firms . . . R, 4 (1). 

Demand notice . . . . . . R. 20. 

Depreciation allowance. (See Application, 
above.) 

Return of employees . . . . . R. 17, P. 64. 

Return of income of Company . . . R. 18, P. 65. 

Return of income of individual, firm or Hindu 

Undivided Family . . . . . R. 19, P. 66. 

.Statement of interest deducted from securities R. 12. 

, -Statement of property . . . . R, 19. 

n 2 
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Free quarters, value of, when taxable . 

Frontier Agency tracts, included in expression 
“ Dominions of Princes and Chiefs in India 

Furniture, depreciation allowance on . 

replacements may be allowed - instead 
of 

insurance of, allowance for . 
repairs to, allowance for 

Gazette of India, notification in, of appointments of 
Commissioner, Assistant Com- 
missioner or Income-tax Officer 
by Central Board of Revenue . 

notification in, of exemptions, etc. 
notification in, of rules • 

Government loan, premium on redemption of — 
not liable 

Government, Local (see Local Government). 

Government office, return of employees . 

Government officer, indemnification of, for acts 

done in good faith . 

Government officers lent to and paid by Indian 
States — 

Leave allowances and pensions liable 
Salaries when liable ..... 

Government officers, serving outside British India, 
when liable to tax ..... 

Government officers, serving outside India, when 
liable to tax ...... 

Government of India Promissory notes, enfaced for 
payment in England, interest on, liable to tax 

Government of India Securities, — 

income-tax pay- 
able on interest 
on, unless issued 
or declared tax- 
free . 

interest on, exempt 
from income-tax 
and super-tax in 
certain cases 


P. 22. 

P. 1. 

S. 1C (2) (vi), E.8 — 9 
P. 46. 

P. 46. 

S. 10 (2) (iv), P. 45. 

S. 10 (2) (v). 


S. 5 (5). 

S. 60. 

S. 59 (4), (5). 

P. 23, Illustration ( 4 ). 

S. 21, R. 15, 17, P. 64. 
S. 67. 


P. 26. 

P. 26. 

S. 1 {2), 7 (2), P. 1, 26. 
P. 27. 

P. 16. 


S. 8, P. 28. 


(See Exemptions.) 



M U? • ' . ' W-ZL 

Government of India- Securities— cojtfd. 

< £1 

: ■ " -interest on, super- : 

■V 5 tax payable on. • 

.'•i including those 

• free , of income- , 

- tax . . . S. 8, Prov.,[58 (2). 

Government of India Sterling Securities, interest 

on.when liable . . . . . P. 16. 

Government Trading Taxation Act (III of 1926) 

Liability to tax under . . . ; . P.5. 

Governor-General, appoints Central Board of 

Revenue ' . . . ' . P. 24 (2). 

appoints Commissioners, sub- 
ject to consideration of re- 
commendation of local Gov- 
ernment . - . S. 5 ( 3 ). 

appointments of Assistant 
■■ Commissioners and Income- 

tax Officers by Commissioner 
• . subject to control of . . S. 5 ( 4 ). 

exercised through Local 
Government . . P. 24 ( 2 ). 

power to declare income exempt 
r • from tax, reduce rate of tax, 

etc. . . . . . S. 60. 

rule-making power of Central 
Board of Revenue subject to 
control of .... S. 59 (2). 

< Gratuity, for services rendered not exempt . . P. 23. 

included in term “ Salaries ” . . S. 7 (2). 

Gratuities. (See Exemptions.) 

Ground-rent. (See Allowances.) 

Guardian, duly appointed or recognised — 

pension of minor orphans paid to. ; (See 
Pensions of minor orphan.) 

liability of, on behalf of wards' . . S. 40, 41, P. 85. 

indemnification of . ’ . . . S. 65. 

j may be called on to furnish list of wards S. 38. 

Heads of income chargeable . . . . S. 6. 

High Court, statement of case on point of law to, 

by Commissioner . . . . . S. 66 (2), P. 106. 
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High Court — contd. 

statement of case on point of law to, 
by Commissioner on application by 
assessee . . . . . S. 66 ( 2 ), P. 106. 

statement of case on point of law to, 
application to, by an assessee, for 
discretion to Commissioner to make — S. 66 (3). 

limitation of period . . . S. 66 (3), 67-A . 

assessee must bave exhausted 
appellate powers . . . S. 66 ( 2 ), P. 106. 

Commissioner cannot withhold 
unless no point of law invol- 
ved S. 66 ( 2 ) (3), P. 106. 

cost at discretion of Court . S. 66 ( 6 ). 
fee to accompany application . . S. 66 ( 2 ), P. 106. 

interest may be allowed by Commis- 
sioner on amount refunded . . S. 66 (7), Prov. 

payment of tax not be postponed pending' S. 66 (7), P. 91, 106. 

power of Central Board of Revenue to 
prescribe fee . . . . . S. 66 ( 2 ), P. 106. 

reference by High Court to Commis- 
sioner .... . . S. 66 (4), P. 106. 

refusal of Commissioner to state a case, 

powers of High Court . . . S. 66 (3), P. 106. 

withdrawal of application by assessee . S. 66 ( 2 ), Prov., P. 106. 
refund of fee . . . . S. 66 ( 2 ), Prov., P. 106. 

Hindu Undivided Family, assessment of, to income 

tax and super-tax . S. 14 (1), 55, P. 11, 54, 

98. 

Khojas (Cutchi me- 
mons), joint families 
of, not Hindu Undi- 
vided Families . . P. 54. 

life insurance premia on 
life of male member or 
his wife, exempt, for 
income-tax . . S. 15 ( 2 ), P. 56. 

not exempt for super- 
tax . . . S. 15 ( 2 ), 58, ( 1 ). 

members of, not taxable 
on individual share . S. 14 (7), 58 (1), P. 11, 54. 

notices to, how addressed S. 63 ( 2 ), P. 104. 
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Hindu Undivided /Family— contd. 

partition — assessment 

v after . . . S. 25-A, P. 54. 

personal earnings of a 
member, when, not 
treated as joint family 
property . . .P.54. 

share not included in 

total income . . S. 14 (7), 16 (7), 58(7), 

P. 11, 54, 

“ person ” includes . S. 2 (9). 

Honoraria (See Fees). 

House property (see Property). 

income from dealings in, when 

taxable . . . . P.23. 

House rent allowances, when liable to tax . . P. 22. 

Idiot, liability of guardian or trustee . . . S. 40, 41, P. 85. 

indemnification of guardian . . . S. 65. 

Income, agricultural, exempt . . . . S. 4 (3) ( viii ), P. 2. 

definition of S. 2 (7), P. 2. 

exemption not applicable to income 
from agriculture abroad . . S. 2 (7), P. 2. 

agriculture, partly derived from, 

assessment of . . . . . It. 23, 24, P. 2. 

calculation of, fractions of rupee disregard- 
ed . . . . . . . P. 84. 

concealment of, penalty for . . . S. 28 (7). 

escaping assessment, method of assessing S. 34, P. 82.- 
rate applicable S. 34, Prov., P. 82. 

foreign when taxable . . . . S. 4 (2), 7 (2), 11 (3), 

42, P. 15. 

(See Business abroad — 

Non-residents) 

heads of, chargeable . . . . S. 6, P. 13. 

return of . (See Beturn of income.) 

return of — 

by company . . . . . S. 22 (7), R. 18, P. 65. 

by individual, firm or Hindu Undivid- 
ed Family . . . S. 22 ( 2 ), R. 19, P. 66. 

total. (See Total Income.) 
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Income-tax, calculation of, to nearest anna . 

Commissioner of. (See Commissioner 
of Income-tax.) 

computation of, income-tax and excess 
profits duty paid in United King- 
dom not a permissible deduction 
deduction of. (See Deduction of In- 
come-tax.) 

direct levy of 

double, relief in case of income taxed 
both in the United Kingdom and in 
India 

Income-tax Officer, appointment of, by Central 

Board of Revenue 

appointment of, by Commis- 
sioner (to whom subordinate) 

appointment of, notification of, 
in Gazette of India 

appointment of, subject to 
control of Governor-General, 
exercised through Local Gov- 
ernment .... 

definition of ... 

dismissal of, appeal to Local 
Government 


S. 36, P. 84. 


P. 52. 

S. 19, P. 59. 

S. 49, P. 93. 

S. 5 (5). 

S. 5 ( 4 ), P. 24 (4). 
S. 5 (5). 

S. 5 (4), P. 24 (2). 
S. 2 (7). 

P. 24. 


increment of pay— appeal to 
Local Government— against 
order withholding — . 

power to allow change of pre- 
vious year “ on conditions”. 

power to assess resident on 
profits of non-resident in cer- 
tain cases .... 

power to call on assessee to 
produce accounts or docu- 
ments .... 

limitation of power 
power to call on assessee to pro- 
duce evidence . 
power to call for return of mem- 
bers of firm or Hindu Un- 
divided Family . 
power to call for return of 
names of beneficiaries. 


P. 24. 

S. 2 (11) (a), Prov., P. 6. 

S. 42 (2), R. 33. 

S. 22 (4), P. 69, 87. 

S. 22 (4), Prov. 

S. 22 (4), 23 (2), P. 70. 

S. 38 (1). 

S. 38 (2). 
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Income-tax Officer — contd. 

power to cancel assessment 
when sufficient cause shown S. 27, P. 67. 

power to declare agent of non- 
resident, after notice . . S. 43. 

power to declare principal 
officer of company, etc., 
after notice . . . S. 2 (12), P. 7. 

power to determine basis for 

computation of income . S. 13, Prov., P. 38. 

appeal against decision . P. 35. 

power to enquire about profits 
of branch business . . S. 64 (4), P. 24 1(4). 

power to extend time for re- 
turn of income by company S. 22 ( 1 ), Prov. 

poWer to impose penalty for 

concealment of income . S. 28 ( 1 ), P. 68. 

assessee to be heard . . S. 28 (i), Prov. 

power to impose penalty for 

default in payment . . S. 46 ( 1 ), P. 91. 

power to inspect register of de- 
benture holders . . S. 39, P. 70. 

power to inspect share register 
of Company . . , . S. 39, P. .70. 

power to issue certificate autho- 
rising non-deduction' of tax 
on interest on .securities, or 
deduction' at lower rate . P. 61. 

power to issue certificate of 
. arrears to Collector for re- 
covery . ,. ,r. . ' S.46 (2), P.91.- 

power to make fresh assessment 
when sufficient cause shown S. 27, P. 67. 
appeal against refusal to 
make fresh assessment S. 30 (1), P. 78. ’ 

power to rectify mistakes „ S. 35 (I), P. 83. 

power to require deduction of 
arrears of tax from salary . S. 46 (5), P. 91. 

power to summon persons and 
documents, issue commis- 
sions • and take evidence on 
oath •• •> ... . S.' 37, P. 70, 87. 
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Income-tax Officer — conoid. 

powers of, to be exercised by 
Assistant Commissioner when 
so directed by Commissioner S. 5 (4), P. 24. 

proceedings before, are judicial 
proceedings . • . . S. 37. 

review, Income-tax officer has 

no general power of . . S. 35, P. 83. 

Income-tax records, Civil Court not to summon . S. 54 ( 1 ), P. 97. 

Increase o£ assessment on appeal. (See Assessment, 
enhancement of.) 

Indemnification of Government officers • for acts 

done in good faith . . S. 67. 

of persons deducting, retaining or 
paying tax in respect of income 
belonging to another . . S. 65. 

Indemnity, contract of — loss recoverable under, • 

inadmissible . . . . . P. 40. 

Indian Income-tax, meaning of the expression . S. 49 (2) (a). 

rate of tax, meaning of the 
expression . . . . S. 49 (2) (b). 

Indian Order o£ Merit, allowance attached to, ex- 
empt . . . . . ... P. 17 (5). 

Indian Princes, Agents o£, official allowance paid 

to, in British India, • m A 
exempt .• . , . p. 17 (1). 

Government securities 
held by, in special 1 
form, . interest on, :• ■ ■ ■ 
exempt . . . . P.17 (d). 

Indian States, Agents of, official allowance paid 

to, in British India, exempt . P. 17 (2). 

British subject in, apphcation of Act 
to S. 7 ( 2 ). 

Government servants in, application 
of the Act to . . ......... S. 1 {2), 7 (2), P. 1, 26. 

interest on loans advanced in, to 
persons resident in British India, 
when not liable . . . . P.15. 

interest on securities held by— . P. 17 (5-A), 61-A. 

officers deputed by, for training in' 

British India, salary and allow- 
ances of, exempt . . . P . 17 (2). 
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Indian States— contd. 

relief in respect of double taxation . P.95, 
residents in, payment of refunds 
to . . . . . P. 61, 92b 

salaries, leave allowances and pen- 
sions of officers lent to; and paid 
by, when liable .. . . . . P.26. 

trade conducted by — liability to tax. P. 5. 

Information, disclosure of, by public servants, pro- 
secution for . . . S. 54 (1), (2), P. 97. 

power of Commissioner to sanction S. 54 (1). 

disclosure of, to local authorities for- 
bidden . . . ., . P. 97. 

Injury, compensation for, not liable . . . S. 4 (3) (v). 

gratuity, exempted. (See Exemptions.) 

pensions in respect of, granted to naval, 
military or air forces, exempt . . P. 17 (29). 

Insurance, against loss of profit, premium, when 

an admissible deduction . . . P. 45. 

against loss of rent, premium, when an 
admissible deduction . . . P. 33. 

Company, non-resident, assessment of . R. 35, P. 87, 107. 

policy, loss recoverable under, inad- 
missible . . . . P. 40. 

sum paid in commutation of, ex- 
empt . . . . . . S. 4 (3) (-d). 

premia. (See allowances and exemp- 
tions.) 

premia, abatement on, may be allowed 
if claimed within six. months . . P. 56. 

premia payable in sterling, rate of con- 
version for purposes of abatement ' . P. 56. 

premia, private employer may give 

abatement for . . '. . P. 56, 60. 

Society, Provident, interest on securi- 
ties of, when exempt . . . S. 4 (3) (iv), P. 20. 

Insurance Company, assessment of . . . S. 59 (2) (a) ( ii ), P. 10' 

R, 25— 32, 35. 

power of Central Board of Re- 
venue to make rules for . S. 59 (2) (a) (ii). 
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Interest on atrear of rent of land, when liable . P. 2. 

on borrowed capital, allowed in assessing 
business ...... S. 10^(2) (Hi), P. 44. 

on deposits in Post Office Savings Banb^ 
exempt 1 . . . . . . P. 17 (8). 

on foreign debentures, when liable . . P. 16. ' 

on Government securities, held by Indian 
Chiefs and Princes, exempt . . P. 17 (-5-A), 61-A. 

on 1 Government securities purchased 
through Post Office, exempt . . P. 17-A. 

included in total income f3 . . . P. 17-A. 

on Government of India Promissory Notes 
enfaced for payment in England, liable P. 16. 

on Government of India Securities, ex- 
emption from income-tax in certain 
cases. (See Exemptions.', 

on Government of India Securities, in- 
come-tax payable on, unless issued or 

declared tax-free . . . . S. 8, Prov. (7), P. 28. 

on Government of India Securities, super- 
tax payable on, including those free of 
income-tax S. 8, 58 (7), P. 28. 

on Government of India Sterling Secu- 
rities, when liable . . . . P. 16. 

on mortgages, allowed in assessing pro- 
perty S. 9 (7) (in), P. 32. 

on partner's capital, when an admissible 

deduction P. 44. 

on refund of amount deposited by appli- 
cant for statement of case to High Court, 
may be allowed by Commissioner . S. 66 (2), P. 106. 

on securities, certificate of deduction of tax 

furnished by banker . . . . P. 61. 

on securities, certificate of deduction of tax 

furnished by officer paying interest . S. 18 (9), R. 13, P. 61. 

on securities, certificate of Income-tax 
Officer authorising non-deduction or de- 
duction of tax at a lower rate . . P. 61. 

on securities, deduction of income-tax at 
source, from. (See Deduction of in- 
come-tax.) 

on securities held by Co-operative Socie- 
ties, assessable P. 17-A. 



Interest — cmld. _ . . , 

; j on securities, income-tax on, when payable 

direct . .’ . . . . S. 19, P. 59. 

on securities issued tax free by Local Gov- 
ernment, tax payable by Local Govern- 
ment . . . . . . . S. 8, Prov. (2), P. 28. 

on securities, meaning of . . . P. 21, R. 19, Note 2. 

on securities of provident fund or Provi- 
dent Insurance Society . . . S. 4 (3) ( iv ), P. 20. 

on tax-free securities,, taken into account 
in determining the total income of 

assessee . . . . . . S. 8, Prov., 16 (1), P. 11,. 

on tax-free securities, of Local Govern- 
ment, tax ■' on, paid by Local Govern- 
ment S. 8, Prov. (2), P. 28. 

Invalid’pensions, military, naval or air forces, ex- 
empt . . . .• . P. 17 (29), (30). 

Investment Reserve Fund, of Insurance Company, 

treatment of amounts 

credited to . R. 30, P. 107. 

Irrecoverableloan, when a permissible deduction^ P. 41. • • 

(See Bad debts.) 

Jagirdar — assignment of land revenue to — not 

assessable . ^ .P.2. 

•Judicial ^proceedings, proceedings before Commis- 
sioner, Assistant Commis- 
sioner and Income-tax 
Officer are . .' . S. 37.®| 

Land Revenue- 

assignment of — to Jagirdar not 

assessable . . . . P. 2. 

on . business premises, permis- 
sible deduction . . . S. 10 (2) (viii), P. 48, 53. 

Leave allowances, paid in United Kingdom, when 

liable. (See Exemptions) . P.27. 

Legacies, lump sums exempt . . . . P. 23, Illustration (6). 

Legal charges, when inadmissible in assessing pro- 
perty. . . . P. 31. 

Life Insurance Companies (see 1 Insurance Com- 

panies, Insurance 
Society, Provident). ■ 
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Life Insurance Premia (see Insurance Premia). 

exemption of . . S. 15 (2), 58, P. 11, 56* 

claim to, evidence requi- 
red . . . . P. 56. 

procedure when receipts 
produced subsequently. P. 56. 

deduction may be made 
by person paying salary 
(or claimed in assessee’s 
return) . . . P. 56. 

exemption in case of Hindu 

v Undivided Family . . S. 15 ( 2 ), P. 56. 

included in total income for 
income-tax . . . S. 15 (2), (2), 16 (2), 

P. 11. 

limit of l-6th of total in- 
come . . . . S. 15 (3), P. 11. 

responsibility of officer de- 
ducting tax at the source P. 56. 

super-tax, not exempt from S. 15 (2), 58, P. 56. 
Limitation on proceedings to recover tax . . S. 46 (7), P. 91. 

inapplicable in case of non-resident . . S. 42 (2), Prov., P. 91, 

Loans — irrecoverable. (See Bad debts.) 

Local Authority, established by Governor-General 
in Council, income paid by, to 
British subject or servant of 
His Majesty in any part of 
India, liable . . . . S. 7 {2), P. 1, 15, 26. 

return of employees by . S. 21, B. 17, P. 64. 

failure to furnish, prosecution 
for S. 51 (c). 

Assistant Commissioner’s sanc- 
tion required . . . S. 53 (2). 

Local Authorities, definition of . . . . P. 8. 

income of, exempt . . . S. 4 (3) ( in ). 

information regarding assess- 
ments not to be furnished to . P. 97. 

Local Government, agency rules regulating control 

of, over income-tax matters . P. 24 (2). 
appeal to, by Assistant Com- 
missioner or Income-tax 
Officer, against order of dis- 
missal . . . . P. 24. 



Local Government — contd. ' 

... \ may direct ■ that income-tax • 

1 should be recovered with 

: . ; . ' ■ municipal tax or local rate, 

etc. . . ... . S. 4 6(6). 

recommendation of, to be con- 
sidered in appointing Com- 
missioner . . . . S. 5 (3). 

security issued tax-free by, in- 
terest on, income-tax payable 
by Local Government . . S. 8, Prov. (2). 

Local rates, deduction inadmissible in assessing 

property S. 9 (I) (u), P. 31, 53. 

on business premises, deduction per- 
missible . . . . . S. 10 (2) (viii), P. 48, 53. 

Loss of profit, insurance against premia when an 

admissible deduction . . . P. 45. 

Loss of rent, insurance against, premia when an 

admissible deduction . . . P.33. 

Loss recoverable under insurance, inadmissible . P. 40. 

Loss, set-off of, under one head of income against 

another head S. 24 (7), P. 72. 

in case of registered firm . . . " . S. 24 (2), P. 72. ; 

loss under property inadmissible . . . P.36. 

where assessee is partner in more registered 

firms than one . ... . . . P. 72. 

Losses, previous years’ deduction inadmissible P.40. 

Lottery, prize in, not taxable . . . . P. 23, Illustration (2). 

Lunatic, .liability of guardian or trustee . . S. 40, 41, P. 85. 

indemnification of guardian . . S. 65. 

Machinery and Plant. (See Depreciation.) 

.Magistrate, defined . ... . . S. 2 (8). 

Marginal relief . ; . . . . . S. 17, P. 58. 

how to be calculated in conjunc- 
tion with deductions allowed 
under Section 16 . . . P. 58. 

unregistered firms— partner of . P.58. 

Marine Insurance. (See Insurance Companies.) 

Married women, separately assessable . . . P.103. 

Medical relief, included in “ Charitable purpose ” . S. 4 (3) ad fin. 

Mercantile basis of accountancy . • . . . P.13,37. 
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Military Cross, allowance attached to, exempt . P. 17 (5). 

Military forces, wound or injury pensions. (See 
Exemptions.) 

Minors, liability of guardians for ... S. 40, 41, P. 85. 
indemnification of guardians . . . S. 65. 

Money-lending business, irrecoverable loan, admis- 
sible deduction . . P. 41. 

Motor insurance. (See Insurance Companies.) 

Mudibhagidars — payments to. (See Deductions 
from taxable income inadmis- 
sible — partners’ capital, interest 
on.) 

Municipalities, included in “ Local authorities ” . P. 8. 

Municipal taxes, deduction inadmissible in assess- 
ing property . . . . S. 9 ( 1 ) (v), P. 31, 53. 

on business premises, deduction 
admissible in assessing busi- 
ness S. 10 ( 2 ) (viii), P. 48, 53. 

Mutual Benefit Societies, subscriptions to, when 

treated as borrowed capital . . . . S. 10 (2) (in). Explana- 

tion, P. 44. 

Mysore Durbar. (See Exemptions.) 

Naval forces, wound or injury pensions. (See Ex- 
emptions.) 

New businesses, assessment of . . . P. 73. 

Non-residents, agent of, assessable . . . S. 42, 43, P. 86, 87. 


agent of, decision of Income-tax 
Officer to treat a person as, re- 
vision petition to Commissioner 
before assessment . . . P. 87 (4). 

application of Act to, British sub- 
jects and persons in service of 
Government or local authority in 
dominions of Princes and Chiefs 

in India S. 1 (2), 7 (2), P. I, 26. 

arrears when recoverable from assets 
of . . . . . S. 42 (I), Prov., P. 91. 

no limitation on recovery . . P. 91. 

business connection in British India, 
assessment of profits and gains of 

non-residents from . . . S. 42 (1), (2), E. 33, 34,. 

P. 15, 86, 87. 

. P. 87(4). 


casual agents of non-residents 
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Nowreeidents — cmtd. 

consignment business . . . p. 87 (3). 

dividing societies, income bow cal- 
culated . . . . R. 31. 

foreign subjects — refunds not -ad- 
missible . . . . . S. 48 (5), P. 92. 

income, accruing or arising or deemed 
to accrue or arise in British India 
■ ’ to, taxable . . . S. 4 (1), P. 15. 

income of, other than income from 
business P. 86. 

Indian agents of non-resident firms P. 87 (3), (4). 

Indian branches of non-resident 
firms . . . . . P. 87 (7), R. 33. 

Indian firms allied to non-resident 
firms . . . . P. 87 (2). 

insurance companies, Indian branch- 
es of. R. 35, P. 87 (1), 307. 

interest on loans advanced in Indian 
states to persons resident in 
British India, when not liable . P. 15. 

notices, service by post, legality of . P. 87. 

powers of Central Board of Revenue 
to make rules regarding assessment 1 . ■ ■ • 

of S. 59 (2) (a) (ni). 

profits from business connexion, 
when deemed to arise in British 

India ..... S. 42 (7), R. 33, P. 15, 87. 

profits from sals of merchandise 

exported to and sold in British ' •- 

India, taxable — whether received 

in British India or not . . S. 42 (3), P. 87. - - 

salaries of British subjects or ser- : 
vants of His Maj esty paid in India 
but outside British India, when 
chargeable . . . S. 7 (2), P. 1, 15, 26, 

shipping companies, Indian branches 

of . . .. . .... R. 33, P. 87 (/). 

shipping, occasional — 

liability to tax of j . . . S. 44 (a). 

owner or charterer when to be 
deemed to carry on business 
in British India . . . P. 90. 
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.'Non-residents — concld. 

port clearance not to be granted 
until tax paid 

profits and gains bow to be de- 
termined .... 

super-tax. non-resident partner of 
registered firm, liability of resi- 
dent partners .... 

shareholder, resident abroad, liabi- 
lity of principal officer of company 
to deduct super-tax from divi- 
dends due to ... 

tax paid for non-resident, credit 
to be given for, in assessing agent 

taxes paid in other countries, in- 
admissible deduction . 

Notice of demand 

Notices, service of 

Obsolescence. (See Allowances.) 

Offences (see Prosecution). 

power of Assistant Commissioner to com- 
pound ...... 

Officer(s) [ see Government Officer(s)]. 

Official trustee, liability of, for tax 

indemnification of . 

Order of British India, allowance attached to, 

exempt .... 

Orphan, minor — Pension of. (See Pensions of 
minor orphan.) 

'Other sources (see Allowances, Deductions from 
taxable income, Exemptions). 

assessment of income from 

examination fees included under 

income of lessee from lease-hold 
property, assessable under . 

language rewards included under . 

vacant lands, rentals of, taxable 
under ..... 

owner or charterer of a ship residing 
out of British India, liability of . 


S. 44-B. 

S. 44-B. 

S. 57 (1), P. 99. 

S. 57 (2), P. 99. 

S. 57 (3), P. 99. 

P. 52. 

S. 29, B. 20, P. 77. 
S. 63, P. 104. 

S. 53 (2), P. 57, 96. 

S. 41, P. 85. 

S. 65. 

P. 17 (5). 

S. 12 (1), P. 29. 

P. 25. 

P. 29. 

P. 25. 

P. 29. 

S. 44-A. to 44-C. 
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“ Paid ” meaning of . . .. . ;. . S. 10 (3), P. 37. 

Partners (see Allowances, Deductions from tax- 
able income, Firms). 

definition of ‘ partner ’ and ‘ partner- 
ship ’ . . . . S. 2 (6-A). 

Penalty (see Prosecution). 

Penalty for concealment of income . . . S. 28 (1), P. 67, 68, 

notice to assessee before imposition . . S. 28 (3}. 

prosecution on same facts, barred . . S. 28 ( 4 ), P. 68. 

Penalty for default, Income-tax officer may impose S. 46 (1), P. 91. 

recovery of . . • . S. 47, P. 91. 

limitation on amount . S. 46 (1)- A. 
power to enhance . . S. 46 (I)-A. 

Penalty for failure to deduct tax, personal liability S. 18 (7), P. 59. 

Penalty for improper distribution of profits . . S. 28 (2), P. 67, 68. T 

notice to assessee before imposition . . S. 28 (5). 

prosecution on same fact, barred . . . S. 28 (4), P. 68. 

Pension, included in “ salaries 55 .... S. 7 (J), P. 25. ° 

Pensions (see “Allowances,” “Deductions from 
taxable income,” “ Exemptions ”). 

Pensions of minor orphan, paid to his mother or 
guardian not to be included in the taxable 
income of the mother or guardian . . P. 103. 

Pensions of officers lent to Indian States, liable . P. 26. 

Pensions paid in United Kingdom, when liable . P.27 (See Exemptions). 

Perquisites, included in “ salaries ” . . . S. 7 (1), P. 25. 

or benefits, not convertible into money, 

when exempt . . • . .P.22. 

rent-free furnished quarters, value 
not to be split into component 
parts . .. .„ f .. . . P.22. 

special, for specific- purpose, when 
exempt : . . . . . S. 4.(3) (vi), P. 22. 

“Person” defined . . . . . . P. 3. 

Person, includes Hindu Undivided' Family . . S. 2 (.9). 

Personal expenses, deduction inadmissible . . P.40. 

Place of assessment . . . . . . S. 64 (7), (2), (3). P. 105. 

Plant (see “ depreciation,” “ repairs ” under: 

“ Allowances in assessing business ”). 
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Plant, includes shafts, sidings and tramways in coal 

mines ....... P. 46. 

Poor, relief of, included in “ charitable purposes ” S. 4 (3) ad fin. 

“'Post ” means “ Registered post ” . . P. 104. 

Post, notices may be served by . . . . P. 104. 

Post Office, Cash Certificates (see Exemptions). 

Government securities purchased 
through (see Exemptions). 

Savings Bank (see Exemptions). 

Postponement of collection (see Recovery of tax). 

Premium for settlement of waste lands, etc., not 

liable . . . . . . P. 2. 

for transfer of holdings, liable . . P. 2. 

insurance (see Allowances, Exemptions, 

Insurance). 

on issue of shares, not liable . . P. 51. 

on redemption of Government loan not 
9 taxable P. 28, IUastKrtlm (4). 

“'Prescribed,” meaning of S. 2 (10). 

Presents, expenditure on, inadmissible as a deduc- 
tion ........ P. 40. 

“ Previous publication,” meaning of . . . P. 101. 

“ Previous year,” defined S. 2 (11), P. 6. 

assessee’s option in regard to . S. 2 (11) (a), P. 6. 

restriction on . . S. 2 (11) (a), Prov. P. 6. 

different years adopted for differ- 
ent sections or classes of busi- 
ness P. 5. 

power of Central Board of 
Revenue to declare . . S. 2 (11) (b), P. 6. 

delegation of power to Com- 
missioners . . . P. 6. 

extent of delegation . . P. 6. 

power of Income-tax Officer in 
regard to change of . . S. 2 (11) (a), Prov. P. 6. 

temporary change of . . P. 6. 

Principal Officer ” of company, etc., defined . S. 2 (12), P. 7. 
certificate of payment of tax 
on profits to be furnished 
by . - . . . . S. 20, R. 14, P. 63, 92.- 



Principal Officer — ccntd.^ • : 

prosecution for failure to 
furnish . . ' . . S. 51 (b). 

return of employees by . . S. 21, R. 15, P. 64. 

prosecution for failure to 
. furnish . V . .•■■S. 51(c). 

return of income by' . . S. 22 (2), R. 18, P. 65. 

failure to furnish, prosecu- 
tion for . . . S. 51 (c), P. 65, 67. 

forfeiture of right of appeal S. 30 (2), Prov., P. 67. 
power of Income-tax Officer 
to extend time for . S. 22 (2), Prov. 

Principal place o£ business, determination of | . S. 64 (2), (2), (3), P. 105 

Private employer, deduction of tax by, from salaries S. 18 (2), P. 25, 60. 
Professional earnings, assessment of . . S. 11 (2), P. 37. » - 

expenditure allowable . S. 11 (2), P. 53. 

* personal expenditure, not 

allowable . . . S. 11 (2). 

Professional fees, paid outside British India, when 

liable . . . . . . S. 11 (3), P. 15. 

Profits, book, when included in income . . P. 37. 

Promissory Notes, Government of India, enfaced 

for payment in England, interest on, liable . P.16. 

Property, assessment of (see Allowances in assess- 
ing property) . .. . . . S. 9 (2). 

no set-off of loss under, allowed . S. 9 (2), Prov., P. 36. 
allowances in assessing, method of cal- 
culating . . . . . . P. 31. 

annual value defined .... S. 9 (2), P. 30. 
differs from actual rent . . . P. 30. 

limit of 10 per cent, of “Total 


income ” , y . .... . . . 

“ total income ” defined . 
business premises, not included in 
collection charges, maximum 
reduction in case of vacancies . 
deduction allowed for unrealised rents 

evidence required to support claim for 
allowances . .... 

lands not attached to buildings, not 
included under . 


S. 9 (2), P. 30. 

P. 30. 

P. 29. 

S. 9 (2) (w), R. 7, P. 34. 
S. 9 (2) (mi), P. 35. 

P. 17 (37), 34-A. 

P. 32, 34. 

P. 29. 



48 ‘ 

Property — contd. 

lease-hold property, lessee’s income from, 
chargeable under “ other sources ” . P. 29. 

legal expenses incurred in recovering 

rents, allowance for . , . . P. 34. 

loss of rent, insurance premia, when 
allowed . . . . . P. 33. 

unrealised rents, allowance for . . P. 17 (37), 34-A. 

vacancies, allowance for . . . S. 9 ( 1 ) (vii), P. 35. 

claims only admissible in respect of 
property usually let . . P. 35. 

vacant lands, rent of, taxable under 
“ other sources ” . . . P.29. 

Proprietors (see references to “ Partners ” under 
“Allowances,” “Deductions from taxable in- 
come,” inadmissible, “ Firms ”). 

Prosecution for disclosure of information by public 

servant . . . . . S. 54 (2), P. 9, 97. 

Commissioner’s sanction required. S. 54 (2), Prov. 
exceptions .... S. 54 (2), Prov. 
for failure to deduct tax or arrears of 

tax S. 51 (a). 

for failure to furnish certificate of 
deduction of tax from salaries or 
interest . . . . . S. 51 ( b ). 

for failure to furnish certificate of pay- 
ment of tax on the profits of com- 
pany . . . . ' . . S. 51 (b). 

for failure to grant inspection of re- 
gister of members of company, etc. 8. 51 (c). 
for failure to make return of employees S. 51 (c). 
for failure to make return of income . S.' 51 (c), P. 67. 
for failure to make return of members 

of firm or Hindu Undivided Family S. 51 (c). 
for failure to make return of names 
and addresses of beneficiaries . S. 51 (c). 
for failure to produce accounts or docu- 
ments . . . . . . S. 51 (d), P. 69. 

for false statement . . . . S. 52, P. 68, 78. 

Assistant Commissioner to direct 
prosecutions as above (S. 51 and 
52) . . . . . S. 53 (7), P. 68, 96. 

stay of by Assistant Commissioner S'. 53 (2), P. 96. 
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Frovident Funds— 



accumulated balance of . 

• 

S. 4 (3) (v), P. 20. 

•contributions to 

• 

S. 15 (1 ). . 

included in total income . 

■ • 

S, 16 (1), P. 11. 

limit of one-sixth of total income 

• ' 

S. 15 (3). 

exemptions, scope of 

■ • 

S. 4 (3) (iv), P. 20, 21. 

interest on securities of . . 

• 

S. 4(3) (iv), P. 20. " 

private contributions to, by employers, 


when admissible . 

• 

P. 49. 

eligible for refund 

• 

P. 3. 

exemptions do not apply to 

* 

P. 20. 

not to be directly assessed to income- 


tax or super-tax 

« 

P. 3. 

'Railway, gratuity paid from, exempt from 


income-tax . ... . . 

■ • 

P. 17 (19), 20. 

Recognised, according or withdrawal 

of 


recognition 

• 

S. 58-B, P. 20-B. 

accounts of 

» 

S. 58-1, 58-J, P. 20-Gr. 

accumulated balance of, pay- 


ment to employees disconti- 


nuing participation 

• 

S. 58-C (l)g & Ji, P. 20-0, 

accumulated subscriptions 

of 


■ fund transferred by employer 


to trustee, treatment of . 

* 

S. 58-K, P. 20-H. 

conditions of recognition . 

■ * 

S. 58-0, 58-D, P. 20-0. 

deduction of tax at source . 

• ' 

S. 58-H. : ... 

definition 

• 

S. 58-A. 

forfeitures in . . 

• 

S. 58-0, (7) (d), P. 20-0. 

funds, investment of 

« 

P. 20-0. 

income received by trustees 

on 


behalf of 

• 

S. 4 (3) (ix). 

income-tax concessions 

• 

P. 20-A. 

interest on investments of . 

. 

S. 58-F, P. 20-E. 

principal place of business out- 

: . ..... ' ■ •• • : --V.' 

side British India . 

• 

S. 58-C, (1) (a),P. 20-D. 

salary, interpretation, for pur- 


poses of ' . 

• 

S. 58-F, (1), P. 20-F. 

securities in . 

• 

P. 20-0. 
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Public Servant, definition of . . . . S. 2 (IS), P. 9. 

disclosure of information by, pro- 
secution S. 54 (2), P. 9, 971 

indemnification of, for act done in 

good faith . . . . S. 70. 

Public utility, objects of, included in “ Charitable 

purposes ” S. 4 (3) ad fin. 

Railway administration, instructions for obtaining 

information from P. 70. 

Railway/books, power of income-tax authorities to 

call for S. 37, P. 70. 

Railway^ Provident Fund (see Exemptions). 

Railways, assessment of, allowances . . . P. 18, 46. 

renewal charges admissible . . . P. 18, 46. 

rolling stock, depreciation on, inadmis- 
sible P. 46. 

interest guaranteed by Secretary of State 

and payable in England — not liable . P. 15. 

i 

Rate of Exchange, conversion of sterling profits . P. 50. 

Rate T o£ tax, Indian, meaning of . . . . S. 49 (2) (b). 

Rates of tax Ein. Act. 

power of Governor General to reduce . S. 60, P. 17, 17-A. 


Rations 

issued in kind, value of, to Military officers, 
exempt ...... 

money allowances paid in lieu of, exempt . 
Receipt to be granted for tax paid 
Receipts, ^casual, when exempt .... 
examples . 

Receiver, liability of, to pay tax . 

indemnification of ... 

Receiver of rent in kind, sale of produce by, income 

from, exempt 

Records, income-tax, Civil Court not to call for 

Recovery of penalties 

Recovery of tax, arrears of tax .... 

deduction of, from salary . 

deduction at source no bar to other 
methods of . , » . 

limitation for 


P. 17 (31). 

P. 17 (31). 

S. 62. 

S. 4 (3) (vii), P. 23. 

P. 23. 

S. 41, P. 85. 

S. 65. 

P. 2. 

S. 54 (1). 

S. 47, P. 91. 

S. 46, P. 91. 

S. 46 (5), P. 91. 

S. 18 (8). 

S. 42 (1), Prov., S. 46,(7). 
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Recovery of tax- — contd. 

inapplicable in case of non-resi- 
dent . . . S. 42 (1), Prov., P. 91. 

non-resident, recovery from 
assets . . . . . S. 42 (2). 

non-resident shareholders, super- 
tax, liability of principal officer 
of company .* . . S. 57 (2), P. 99. 

non-resident, super-tax, liability • - . 

of fellow partners in registered 
firm S. 57 (7), P. 99. 

penalty for. default : . S. 4G (1). 

promptitude in, importance of . P. 91. 

suspension of, pending appeal,- 
discretional . S. 45, Prov., P. 91. . - ; 

pending statement to High. ;: 

Court, forbidden . .w S. 66 (7), P. 91. ; 

tax, when payable . . . S. 45, P. 91. " " 

Rectification of mistakes . . . . . S. 35, P. 83. 

assessee to be beard when assessment enhanc- 
ed . . . V . . . . S. 35, Prov. ' ’ 

evidence — afresh not admissible . . .P.83, 

review, no general power of . . . . P. 83. 

Redemption of Government loan, premium on, not 

liable . . • . . . „ . P. 23, Illustration (4\ 

Reference to High Court (see High Court). 

refund of fee deposited by applicant for refer- - - . 

ence to High Court . . . . S. 66 (2), Prov. 

Reference to Board of Referees .... S. 33-A. 

Refund, application for . • . ... . R. 36-40, P. 92. 

limitation . . .■ •••• . . S. 50, P. 92. 

personal presentation unnecessary . R. 40, P. 92. 
to Foreign subjects— inadmissible . . S. 48 (5), P. 92, 

to non-residents — tota l income . . S. 48 (4), P. 92. 

to owner of security . . . S. 48 (3); R. 37, 38, P. 11, ~ 

' 59,61,92. ; - 

in Indian States .• . ■. . P. 61. 

to partner in registered firm . ' . . S. 48, (2), P. 10, 11, 55, 

: : ' :i : - • 72,92. 

to person assessed on salary . . S. 4S (J), P. 59. . . 
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Refunds— contd. 

residents of, Indian States, where pay- 
able . . . . . . P. 61, 92. 

to shareholder in company . . . S. 48, (1), R. 37, 3E 

P. 11, 63, 92. 

when amount of dividends distributed 
exceed total profits of a company, 
how calculated . . . . P. 92. 

Refunds, limitation S. 50, P. 92. 

partially-taxed profits of companies — 
dividends paid out of . . . P. 2. 

tax free securities — dividends paid by 

company from interest on . . . P. 92. 

to be obviated P. 55, 59, 61 , 92^ 

Regimental Mess or Band Fund, compulsory sub- 
scriptions to, exempt P. 17 (4). 

Registered Firm (see Firm, Registered). ' 

Relief (see “ Allowances,” “ Deductions from tax- 
able income,” “ Double income-tax,” “ Ex- 
emptions ”). 

Relief, marginal S. 17, P. 58. 

medical, included in charitable purposes , S. 4 (3) ad fin. 
of poor, included in charitable purposes . S. 4 (3) ad fin. 

Religious or charitable institutions, purposes and 
trusts (see “ Exemptions,” “ Charitable insti- 
tutions, purposes and trusts ”).” ° 

Rent (see “ Allowances, in assessing business ”). 

Rental value (see “ Property, annual value ”). 

Rental value, of business premises, inadmissible 

deduction . . . . . . . P. 40. 

Rent-free residences, furnished, not to be split in- 
to component parts . . P. 22. 

value of, when taxable . P. 22. 

Rent-(ground). (See “ Allowances in assessing pro- 
perty ”.) 

Rent-in-kind, sale of raw produce by receiver of, 

exempt . . . . . . . P. 2. 

Rents and Royalties, mining, assessment of in- 
come from, cesses not ad- 
missible deduction . . P. 53. 

Requisition (see Notices). 
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Reserves, for bad debts, equalisation of dividends, 
insurance, pension, provident funds, 
superannuation funds, sums placed to, 
inadmissible deduction . . . P.40,45,49. 

for loss on, or depreciation of securities; 
etc., sum placed to by Insurance Com- 
pany, admissible deduction . . R. 30. 

for unexpired risks, or outstanding lia- 
bilities, sum placed to by Insurance 
company, treated as expenditure . R. 20, P. 107. 

Return, of employees . . . . . S. 21, R. 15 — 17, P. 64. 

prosecution for failure to furnish , . S. 51 (c). 

to whom to be made . . . .P.64. 

Return of Income — 

Appeal against refusal to make . . . S. 30 ( 1 ), P. 67, 68. 

by person other than company . . . S. 22 ( 2 ), R. 19, P. 66. 

by principal officer of company . . . S. 22 ( 1 ), R. 18, P. 65. 

Failure to furnish, basis of assessment . . S. 23 (4). 

cancellation and reassessment when cause 
shown . . . . . . S. 27, P. 67. 

forfeiture of right of appeal . . . S. 30 ( 1 ), Prov., P. 67, 

76. 

penalty for . . . . . . S. 23 (4), P. 69, 70. 

prosecution for . . . . . S. 52, P. 68, 78. 

False return, penalty for . . . . S. 28, P. 67, 68. 

prosecution for . . . . . S. 52, P. 68, 78. 

prosecution and penalty on same facts 
barred S. 28 (4), Prov. 2, P. 68. 

sanction of Assistant Commissioner of In- 
come-tax for prosecution . . . S. 53 (7), P. 68. 

Importance of obtaining . . . . P. 67, 68. 

Obligatory on Income-tax Officer to call for . S. 22 ( 2 ), P. 67. 

Revised . S. 22 (3). 

when not valid . . . . . P. 66. 

Returns, assessee himself or a duly authorized per- 
son must sign . . . . . P.71. 

income-tax officials should assist assessee 
to fillup . . . . . .P.67. 

Review, Commissioner’s powers of . . . S. 33, P. 24 ( 2 ), 81. 

assessee’s right to be heard . .. S. 33 ( 2 ), Prov. 

limitation . . . . . P.81. 



Review — contd. ^ r, ■ ■ 

Commissioner’s power to order further 
enquiry by subordinate officer . . S, 33 (2), P. 81. 

Commissioner’s power to reduce part- 
ners’ assessment when firm’s assess- 
ment is reduced . V' . P.81. 

Income-tax Officer has not general power 

of . . . . : . . S. 35, P. 83. 

Rewards, language examinations— wlicn exempt . P.25. 

Rules, power of Central Board of Revenue to make S. 59, P. 24- (1), 101 

Salamis (premium for recognition of transfer of 

bolding), not exempt . . . . . ' P. 2. 

Salaries (see “ deduction of income-tax,” “ exemp- 
tions,” “ refunds ”). ■ 

definition of . . . ... . S. 7 (7), P. 22, 25, 

earned outside India, when taxable . P. 26. 
examination fees, when not taxable under P. 25. 

Government pleaders’ fees (other than 
retaining fees) not taxable under . P. 25. $ 

income from, included in income of j r ear 
in which received . . . . P. 25. 

language rewards, when not taxable 
under P. 25. 

of officers lent to and paid by Indian 

States when liable . . . . P. 26. 

paid annually — method of taxation . P. 57. 

paid in United Kingdom when exempt . P. 27. 

paid outside British India, in India when 
liable . . . . . S. 7 (2), P. 1,[26J’ 

partner’s not admissible deduction . . P. 40. 

Provident Fund (private), payments to 
employees on retirement from, when 
not taxable at source . . . P. 25. ; 

Provident Funds, recognised, interpreta- 
tion of — for purposes of . . S. 58-F (1), P. 20- F. 

Sterling overseas pay drawn in the 

United Kingdom, when taxable . . P. 59. (j 

withheld under Court’s order, taxable . P. 25. 

Scholarships, exempt (see “ Exemptions ”) . . P. 17 (3), 18. 

Securities|(see “ Deduction of income-tax,” “ ex- 
emptions,” “ interest,” “ refunds ”). 

appreciation of, treated as income to . 

Insurance company . . . . R. 30. 
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Securities— oonfd. ; : ; -, 

certificate by Income-tax Officer author- 
ising non-deduction, or . deduction! at 
lower rate . . . . .. P.61, 

depreciation or loss on . ' " . ' ' . P. 46. 
sums placed to resen r e for or written 
off by Insurance company, ad- 
missible deductions . . . It. 30. 

interest bn loan for purchase of, per- 

missible deduction, when . . . P.28. 

.interest on tax free, included in total in- . 

come S. 16 (2), P.[28- 

meaning of P. 21, 28. 

Securities^and shares, forming part of capital, 'i. >, 

appreciation or depre- 
ciation of, not taken ■ - • ' ■ • : 

into account in calculat- . v: 

ing income . . . P. 46. 

profit on sale of, forming 
part of reserve, not tax- 
able . . . .P.46, 

profits of speculation in, . 

taxable . . . . P. 46. 

Set-off, depreciation in excess of profits, how to 

be adjusted . . . . . P. 46. 

of interest on loan, against income from 
tenable and tax-free securities . . P.28, 

of loss in business — income from dividends P. 46. 
of loss under one head of income against 
profit under another .... S. 24, P. 72. 
property no set-off, of loss under . . S. 9 (2), Prov., P. 36- 

securities or shares — interest on borrowed 
money invested in — excess of over inter- 
est or dividend received — other taxable 
income . . . . . . P. 72. 

Set-off of tax, as alternative to refund, to persons 

assessed on salaries, and owners of securities . P. 59, 61, 92. 

Shafts in mines, depreciation on . . . . P. 46. 

Shareholder (see Dividend). 

Shares, g.cost of issuing, not admissible as business 

expense . . . . . .P.51, 

premia on issue of, not liable to tax . . P. 51. 

Shares and securities (see Speculation). 

Shippingcompanies, assessment of . . . S. 42 (2); K. 33, P. 87 (2), 

British— assessment of . . . P.89, 

depreciation . . . . . P.88. 
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Shipping, occasional- 

liability to tax of . . . . . S. 44-A. 

owner or charterer when to be deemed to 
carry on business in British India . . P. 90. 

port clearance not to be granted until tax 
paid . ... S. 44-B. 

profits and gains how to be determined . . S. 44-B. 

Sidings in Mines, depreciation on . . . .P.46. 

SocietSs anonymes . P.4. 

Speculation, in house property, profits assessable . P. 23, Illustration (7). 

in shares and securities, profits assess- 
able . . . . . . P. 46. 

Statement of case (see High Court). 

Stay of prosecution by Assistant Commissioner . S. 53 (2), P. 96. 

Stay of recovery of tax (see “ Becovery of tax, sus- 
^pension of ”). 

Sterling Companies, profits of, conversion method . P. 50. 

Sterling debentures, interest on, when liable . . P.16. 

Sterling securities, Government of India, interest 

on, when liable ...... P.16. 

Succession to business S. 26, P. 74, 75. 

Sugar, manufacture of, profits of, taxable . . P. 2. 

Superannuation Funds, employers, contributions to, 

when an admissible deduction . . . P. 49. 

Superannuation Reserves, sums placed to, when an 

admissible deduction P. 49. 

Super-tax, allowances admissible for super-tax (see 
Allowances). 

chargeable on income of individual, 

Hindu Undivided Family, company, 
unregistered firm or other association, 
not being a registered firm . . S. 55, P. 10, 13, 98. 

companies, taxable at flat rate . . Fin. Act, P. 98. 

exemptions from income-tax applicable 
to super-tax (see Exemptions). 

exemptions from income-tax inappli- 
cable to super-tax (see Exemptions). 

firms, registered, not liable . . S. 55, P. 10 (2), 98. 

partners in, liable .... S. 14 (2) (6), 58 (7), P. 10 

( 2 ), 98. - 
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Super-ta i—cmtd. 

partners, non-resident, liability of re- '• 

sident partners for tax- due on 
share of . . . . . S. 57 (7), P. 99. . , 

credit to be given for tax so deducted, 
in assessing agent . . . S. 57 (3). 

liability restricted -to tax on share . S. 57 (7), P. 99. 

firms, unregistered, liable as indivi- 
duals . . .. . . . S. 55, P. 10 (2), 98. 

partners liable if firm not taxed . S. 55, Prov., P. 54, 98. 

partners not liable if firm taxed . S. 55, Prov., P. 10 (2), 98- 

Hindu Undivided Family, taxed as in- 
dividual, member not taxable on share 

whether family taxed or not . . S. 14 (7), 16 ( 7 ), 60, P. 

11, 54,98. 

shareholders in companies, liable on 

dividends S. 14 (2), 55, 58 (7),. 

P. 98. 

principal officer of company to deduct 
tax on dividend of non-resident . S. 57 (2), P. 99. 
credit to be given for sum so deducted 
in assessing agent . . . S. 57 ( 3 ). 

refund not admissible . . . S. 48 (7), 58 (7), P. 98. 

tax, inadmissible deduction from tax- 
able income . . . . . P. 40. 

tax, payable direct, not by deduction 
(except in the case of non-resident 
shareholder and on payments of 
accumulated balances of recognised 

provident funds to employees) . S. 57 (2), 58 (2), 58*H. r 

P. 11. 

total income, defined . . . . S. 56, P. 11, 98. 

Suspension o£ collection (see “ Eecovery of tax, 
suspension of ”). 

Tax (see “ Allowances,” “ Deductions from tax,” 

Double income-tax). 

Tax-free securities (see “ Securities ”). 

Tea- 

profits from the manufacture of, taxable . P. 2. 

taxable profits-^how to be determined . . R. 24, P. 2. 

Total income, definition of, for income-tax . . S. 2 (75), 16, P. 11- 

for refunds, non-resi- 
dents . . • . S. 48 (4), P. 92. 

for super-tax . . S. 56, P. 11, 98. 

Trade Commissioners in India, salary of, exempt P. 17. 

Tramp'steamers (see “ Shipping, Occasional ”). 

Tramways, .Electric, depreciation on . • . . P.46. 
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Tramways" (other than electric tramway), assess- 
ment of, allowances — depreciation, obsoles- 
cence, repairs — actual expenditure — option to 
substitute ....... 

Tramways in mines, depreciation on . ... 

Treasury bills, tax not deducted from yield of. 

Trustee, liability of, for beneficiary . . * . 

indemnification of .... 
may be called on to furnish list of benefi- 
ciaries . . . . 

(official). (See Official Trustee.) 

'Trusts (see Charitable institutions, Charitable pur- 
poses) ..««••• 

Trusts, mixed, enquiry into application of income . 

proportion of expenses of manage- 
ment allowable .... 

Turn-over, assessment on basis of percentage on . 

Unexpired risks, sums placed to reserve for, by 
Insurance Company, treated as Expendi- 
ture ........ 

United Kingdom, income-tax paid in, deduction in- 
admissible .... 


P. 18, 46. 

P. 46. 

P. 23, Illustration (4), 60. 
S. 40, P. 85, 85-A. 

S. 65. 

S. 38. 


P. 19. 

P. 19. 

P. 19. 

R. 33, 34, P. 87. 

R. 29, P. 107. 

P. 53. 


income-tax, meaning of, and ex- 
cess profits duty . 

United Kingdom income-tax, relief in respect of 
double taxation ...... 

United Kingdom, leave allowance, salary or pen- 
sion of officers paid in, exempt 

of private employees, paid in, when exempt 

Universities. (See Exemptions.) 

Urban areas, rent of vacant lands in, when liable to 
tax (under other sources) .... 

Vacancies, allowance for 

inadmissible in respect of property re- 
served for owners’ occupation . 

Vacant land (see “ Urban areas.”above). 

Verifications, assessee himself must sign . . 

Victoria Cross, allowance attached to, exempt 

Wasting assets, depreciation on, inadmissible 

Witnesses, summoned under Section 37, scale of 
diet money and travelling expenses 

Women, married, separately assessable 

Wound and injury pensions, and gratuities. (See 
Exemptions.) 


S. 49 (2) (c), P. 93. 

S. 49, P. 93. 

P. 17 {21), {25). 

P. 27. 


P. 29. 

S. 9 {1) {vii), P. 35. 

P. 35. 

P. 71. 

P. 17 (5). 

P. 46. 

P. 69. 

P. 103. 






